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| We accept no advertisements from Editorial Section. 
imsurance institutions of any char- | 
acter, for this, or any other of our | NAUSEATING HISTORY. 
publications. _ As our readers are fully well aware, for the past 

. _two years the Provident Savings Life Assurance 
| Society has been making history for itself. 


INDEX OF INSTITUTIONS Irrespective of the many unfortunate deals that 
PORTED UPON IN THIS ISSUE | have been made, there has been from time to time, 


tht _rumors of many others which have hitherto been 

Index of reports in this and all previous issues of unexplained. “The Chronicle” in its last issue 

is volume will be found in this issue, preceding the gives the first real account of what has led up to 

yertising pages. the latest wrestle for control of the $9,000,000 of 
assets: 

















Company. 
7 Still a Butt For Financiers. 

Over a year ago John Tevis of Louisville, Ky., a pro- 
| moter of mining companies, etc., came to New Yorkand 
took up the possible purchase of the Provident Savings 
: | from the Thomases, for certain southern interests. It 
Mmbus Mutual Life Insurance Co., Columbus, was shortly after his arrival here that rumors to the ef- 
ee Mutual Life Insurance Co., Phila., Pa 9 | fect that the society had changed hands became afloat. 
pt Western Life Insurance Co., Kansas City, Mo At that time the Thomases thought they had a very 
pe Life Insurance Company, Chicago, Ill valuable investment and held out for an enormously 

Life Insurance Company, Peoria, Ill high price. So secure did they feel in their position as 
ge Life Insurance Company, New York _ financiers, that they engaged Mr. Tevis to negotiate for 
Wident Annuity Life «ss’n of Illinois, Chicago, Ill the purchase of control of the Washington Life. Those 
mblic Life Insurance Company, Chicago, Ill in control of the latter company, huwever, were per- 

Mutual Life Insurance Company, Rome, Ga _ fectly well aware of the Thomas-Heinze methods of fi- 


ii Central Life Insurance Co., Cincinnati, Ohio nanciering and refused to consider the proposition se- 
mash Life Insurance Company, Danville, Ill riously 


pital Life of the U. S. A., Washington, D. C 
Mral Life Securities Company, Chicago, Il 
Weland Life Insurance Company, Cleveland, Ohio 
q mbia Life & Trust Company, Portland, Ore 





Big Deals Contemplated. 
4 ' Mr. Tevis then interested certain northern parties in 
: Get a Binder. | the purchase of both the Washington and the Provident 
9 | Savings, and it was even contemplated to amalgamate 
R ONE DOLLAR WE WILL SEND, EXPRESS PAID, the above two companies, together with two others here 
IBSTANTIAL BINDER IN WHICH ISSUES OF “BEST’s | i" this city, and place the president of a fairly well- 
NCE NEWS” MAY BE SAFELY PRESERVED FOR | known western company at the head of the amalgama- 
TANT REFERENCE. WILL LAST A LIFE TIME. tion of the five companies. However, those in control of 
a the Washington and the United States Life, like all men 


their price, considered it but finally backed out and re- 
fused to go into the deal for any price. 

Incorporated - Back to His First Love. 
IAM STREET, NEW YORK. Mr. Tevis, in the meantime, went back to his first love, 


a rho are unwilling to sell anything if they can get 
"ALFRED M. BEST COMPANY, : pes - ‘aaais EBrareit> 
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and according to the daily papers this week, of this 
city and of Louisville, Ky., the Intersouthern Life In- 
surance Company of Louisville has bought control of 
the Provident Savings, stating, also, that the only reason 
that there has not been an official announcement of the 
same is that a call for a meeting of the board of directors 
of the Provident Savings has failed to bring together a 
quorum, 
Will Not Amalagamate the Two. 

The real facts obtainable in the case are that it is 
only the financial backers of the Intersouthern Life and 
their friends who have negotiated for the purchase and 
that there will be no alleged amalgamation of the two 
companies mentioned. The rumors that there would be 
amalgamation brought a protest from Commissioner 
Rittenhouse of Colorado, who wired Sullivan & Crom- 
well, attorneys for the banks holding a block of 1,000 
shares out of the total 1,200, as follows: “Am told 
bankers are selling Provident Savings to small Ken- 
tucky company. If true, will join commissioners in 
public protest.” The protest of Commissioner Ritten- 
house is based on an examination of the Intersouthern 
Life by Actuary Wolfe for the Kentucky department. In 
commenting on the unsatisfactory financial status of the 
company, Mr. Wolfe says: “This condition can result 
in only one thing, namely, the insolvency of the com- 
pany.” 

Bankers Will Always Be Bankers. 

The reported purchase price of the stock is $225 per 
share, and it hardly seems feasible that men who or- 
ganized their own little company on paper paid more for 
business than the actual premium collections, managed 
all its affairs ridiculously and permitted it to be ready 
for the graveyard in so short a time, could be considered 
seriously for one moment by the banks, as people cap- 
able of preserving the integrity of the society to its 
policyholders, but banks are banks and bankers will 
never be anything but bankers—they want the money. 

Promises Only. 

At the time of the examination of the Provident Sav- 
ings by the Colorado and the New York insurance de- 
partments it was deemed best to apply for a receiver. 
But, however, the banks that had taken over the control 
of the society assured the commissioners that it was 
their intention to carry on the society in the best inter- 
ests of the policyholders, giving it support, and would 
make no sale without the commissioners’ approval as to 
the purchasers; therefore, the society was allowed to go 
on. 

Woodruff Should Go. 

It is about time that Tim Woodruff was made to walk 
the plank. Ever since his official connection with the 
Provident Savings the society has been in hot water. 
He voted himself a fairly good salary, with comparative- 
ly little or no service therefor. Then he interested such 
noble creatures as the Thomas-Heinze element. Larter 
he refused to interfere with the alleged deal with the 
Coyle gang; and last but not least, his partner, Senator 
Horace White of Syracuse, was the intermediary in mak- 
ing the deal with the Louisville outfit. 

Kelsey Will Do His Duty. 

“The Eastern Underwriter” of this week even goes so 
far as to suggest that “it is assumed that the latter 
{meaning Senator White) will be able to influence Su- 





perintendent Kelsey of this State in approving the deal” 
Although the friendly relations existing between Super. 
intendent Kelsey and Timothy Woodruff are well known, 
almost everyone who has followed the administration of 
Mr. Kelsey realizes that he will not be influenced 
in the least. Otto Kelsey will do his duty unbiased, ang 
the policyholders need have no fear of the outcome. 


Insurance Commissioner Rittenhouse of Colorado, 
on July 29th, wrote Otto Kelsey superintendent 


of insurance, of New York, as follows: 


My Dear Mr. Kelsey: 
While in New York recently I saw Mr. Victor, an at. 
torney for the banks holding the stock of the Provident 
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Savings Life Assurance Society, who assured me that 
the banks would not sell to irresponsible promoters such 
as the proposed sale to the small Kentucky company, 
I explained to him that I had answered perhaps several 
hundred inquiries from all over the United States re. 
garding the advisability of lapsing, and in each instance 
had suggested that the policyholders continue until the 
owners had an opportunity to reorganize the company 
and resume the writing of new business, and that any 
attempt to again place the interests of the stockholders 
before those of the policyholders of this company and to 
put through another squeezing process would compe 
me to denounce such a procedure publicly, and that 
such a course on the part of the present owners would 
undoubtedly be followed by legal proceedings that would 
destroy any value that the stock had, and utterly and 
absolutely destroy the company. 

The attorney assured me that no such course would 
be adopted, but I have since received advice that it is 
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possible a sale to a small Kentucky company will go 
through. In reply to a telegraphic inquiry, Mr. Royall 
Victor says that several offers are being considered, and 
that he is writing me. While in the East I also brought. 
this matter to the attention of Governor (sic) Wood- 
ruff, and I believe the disclosure made in the recent 
legal proceedings wherein the Philadelphia syndicate to 
deposit in certain banks $650,000 of the policyholdery 





money to keep it there under certain conditions to pre 
tect the personal notes given by the Thomas people 
places an additional and very grave responsibility upon 
Gov. Woodruff, if the sale of this company to these it- 
responsible and wholly unfit people was approved by 
Gov. Woodruff, who, in the minds of the agents and the 
public, stood sponsor for their interests. 

I do not want to do anything that will embarras Gor 
ernor Woodruff, or the present owners of the compa 
but it seems to me that thousands of dollars of the 
cyholders’ money have been wasted since you andl 
acted on this matter on Dec. 2, without any reason what 
ever, and now if the assets of this company are to be 
passed over to another crowd of irresponsible, mex 
perienced speculators or promoters, the interests of the 
policyholders will be best served by putting the com 
pany out of business at once, rather than permit them 
to be robbed as they have been in the past. 

I do not know that this can be done under your law, 
but I know that a full and complete statement of the 
treatment the policyholders have received at the hanés 
of the stockholders, past and present, will be given ® 
the public through this department, and if there is ay 
legal way that the matter can be stepped, I shall ung 
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| 
the policyholders to secure attorneys and attempt it. | Chicago, IIl., which is one of the various compa- 
IT know that you are equally anxious to protect these . ; 
helpless policyholders and I write this letter because we sien promncten * the mhodns Brothers, who are 
were associated in an effort to protect them, and be- | NOW under indictment at Chicago. We have also 
cause it is only right and fair that you should know how | included full reports of the examinations of the 
oe ee ca oe Se gery in tho te nm Columbia Life & Trust Company, of Portland, 
on the ground, will be able to protec e policyholders . . ; 
against any further raids upon their reserves. Oregon, the Great Western Life, of Kansas City, 
With kind regards, I am, yours truly. Mo., and the State Mutual Life, of Rome, Ga. 
E. E. RITTENHOUSE. The report of the examination of the State Mutual 
Life, of Rome, should have been included in our 
June issue, but, unfortunately, the matter was 
delayed. We include it in this issue, therefore, 
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IMPORTANT ITEMS IN THIS ISSUE. 
Elsewhere in this issue will be found an article 





upon the Central Life Securities Company, of 





as a matter of reference for our subscribers. 





4 Reports Upon Companies and Associations. 








canine LIFE INSURANCE COM- 
PANY OF THE UNITED STATES, 
WASHINGTON, BD Ge (HEAD- 
QUARTERS, PHILADELPHIA, PA.) 
This concern has been in process of or- 
ganization for some time. We have en- 
deavored repeatedly to secure informa- 
tion from it, but these requests have been 
ignored or refused. 
An application was recently made for 
the winding up of the company. The 


following is quoted from the Washington 


(D. C.) Post of July 18, 1908: 





“WANT COMPANY DISSOLVED. 





"Stockholders of Capital Insurance Com- 
pany Go to Law. 

“Herbert F. Gillingham and Jesse G. 
McCutcheon, both residents of Pennsyl- 
vania, filed suit yesterday, asking that 
the Capital Insurance Company of the 
United States be dissolved. 

“They state that they each own 50 
shares of stock of the par value of $10 
a share, and that the corporation was 
formed December 27, 1905, for the purpose 
of issuing life insurance policies, but that 
the company never has exercised its cor- 
porate powers. At a special meeting De- 
cember 23, 1907, it was voted to give the 
directors power to take over the Life 
Underwriters’ Company of America, a 
@mpany having a more liberal charter. 
This, they claim, was derogatory to the 
tights of the stockholders, as the only 
tsets of the company are the paid in 

ptions to the capital stock. 

e assets of the company, they as- 
wrt, are being wasted in the mainte- 
tance of expensive offices and payment of 
tilaries when it is not carrying on any 
& the business for which it was incor- 
erated. The two complainants ask that 
&receiver be appointed and the affairs 
{the corporation wound up.” 

The “Washington Post” of July 21, 
18, recorded another action against the 
Gmpany as follows: 





“INSURANCE COMPANY SUED. 





‘District Attorney Says Capital Life Or- 
ganized Only t¢ Sel! Stock. 
"United States District Attorney Baker 





filed suit yesterday in the Supreme Court 
of the District of Columbia, asking that 
the certificate of incorporation of the 
Capital Life Insurance Company of the 
United States be declared void, and that 
a receiver be appointed to take charge 
of the affairs of the company. | 

“Revocation of the charter is asked on 
the ground that the company has not 
made an attempt to carry out the pur- 
pose for which it was organized, issuance 
of policies of life insurance. | 

“It is alleged the company was formed 
December 27, 1905, with Evelyth W. Mc- | 
Cormick, Seth A. Terry, and Raymond 
Donaldson, as incorporators. The bill 
asserts that a certificate of deposit of. 
the Aetna Banking and Trust Company 
was filed, purporting to show, it is alleg- | 
ed, that the incorporators had on de- 
posit $25,000 in the bank, when no such. 
amount was on deposit to their credit. 
The bill also declares the subscriptions 
were not made in good faith. It is al- 
leged that the only purpose of the incor-. 
porators was to sell stock, $100,000 worth 
of which has been issued. 

“Before the adjournment of court yes- 
terday, Justice Anderson, of the Supreme 
Court of the District, signed an order, re- 
turnable July 23, in which the company 
is cited to show cause why their charter 
should not be forfeited.” 





CENTRAL LIFE SECURITIES COM-. 
PANY, CHICAGO, ILL. 

Last month, on pages 148-149, we re- 
ferred to the collapse of this concern | 
and various other companies promoted by | 
the Rhodus brothers. On June 29, 1908, | 
Birch F. Rhodus, Edward T. Rhodus 
and Thomas Rhodus were arrested, 
charged with using the mails to defraud, 
the charge growing out of the promo-. 
tion of these various concerns. They were 
released on a joint bail bond of $15,000, 
which was to be increased to $20,000. 

The affairs of the various concerns. 
have been under investigation by the | 


Federal Grand Jury, and the Chicago| - 


“Tribune’’ of June 30th stated that 
United States District Attorney Sims, | 
who was in charge of this investigation, 
stated to the “Tribune” that ‘“Develop- 


this afternoon were of such a nature that 
we believed it wise to be on the safe side 
and cause the arrest of the three Rhodus 
brothers before the inquiry is completed. 
It is simply a precaution we thought it 
best to take to insure the appearance of 
the three defendants when they are 
wanted.’’ 

In view of the intricate relations which 
have existed between the various Rhodus 
institutions, application was made for 
an extended order of reference, so that 
the affairs of the Mercantile Finance 
Company and the other Rhodus concerns 
might be examined in the future hear- 
ings before Master in Chancery Hopkins. 
This petition was granted by Judge 
Kohlsaat. 

On July 1, 1908, press notices stated that 
the books of the Central Life Securities 
Company and the various agency compa- 
nies were brought into the Grand Jury 
investigation of the Rhodus_ Brothers’ 
financial affairs. The investigation into 
the records took the form of testimony 
by T. W. Betak, auditor for the Iavestors’ 
Audit Company, which is making an in- 
spection of the books for the receiver. 

The Chicago “Tribune” for July 3rd 
stated as follows: 

“Charges that the Central Life Securt- 
ties Company, the Rhodus corporation 


now under scrutiny by the Federal Grand 


Jury issued stock to the amount of $1,- 
300,000, and that out of $800,000 in cold 
cash received from the sale of stock~ 
the rest being in notes—$412,000 was spent 
in ‘expenses,’ were made before Judge 
Kohlsaat yesterday. .. . The ‘ex- 
penses,’ it is said, were incurred in sell- 
ing the stock through the Mercantile Fi- 
nance Company and the various Rhodus 
agency companies.”’ 

“Attorneys for both sides and for the 
receiver met to consider the question of 
postponing arguments on the motion of 


_the defendants to vacate the receiver- 


ship and dismiss the injunction, the hear- 
ing of which was set for yesterday.” 
The article goes on to say that the re- 
ceiver’s attorney told of the expenses as 
follows: 

‘We find there are overdrafts of the 
Western Agency Company amounting’ to 


ments before the Federal Grand Jury in the neighborhood of $60,000 that be- 
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longs to the Central Life Securities Com- 
pany. We also find about $400,000 has 
been charged up as expenses in the sale 
of stock. There having been $1,300,000 
worth of stock issued, assuming that the 
stock was sold at par, it is no more than 
just to the receiver that he make an ex- 
amination at once to see whether or not 
this enormous amount of money legit- 
mately was expended. For that reason 
we urge that this examination before the 
master continue.” 

The article states that the attorney for 
the complaining stockholders agreed to 
postpone the hearing until next week, 
but the _ receiver’s attorney objected 
strenuously. It was finally agreed that 
the bookkeeper for the Central Life Com- 
pany should offer assistance in auditing 
the books, subject to the supervision of 
Attorney Moses (for the Rhodus Broth- 
ers) in order to protect the constitutional 
privileges of his clients. The article con- 
cludes: 

“On this basis, receiver's attorney 
Weissenbach agreed to a postponement of 
the hearings before the master in chan- 
cery until after the grand jury has con- 
cluded its investigation. The hearing of 
arguments in Judge Kohlsaat’s’ court 
was laid over until Thursday.”’ 


Chicago correspondent on July 24th. He | 1908. The company’s business is com. 


stated that he called at the office of the 
District Court on the afternoon of the 
23rd instant, and was advised that the 
Rhoduses had simply been indicted, and 


papers of July 23, 1908, which he enclosed, 


stated that among the bills returned that | ruary 1, 1906. 


day was a joint bill against Birch F., 
Thomas and Edward T. Rhodus. The 
indictment against the Rhodus brothers 
charges them “with using the United 
States mails to promote a fraud.” 





CLEVELAND LIFE INSURANCE COM- 
PANY, CLEVELAND, OHIO. 
Press notices recently stated that the 


Attorney-General of Ohio held that the 
contract between this company and the 


' 


The Chicago “Tribune” for July 4, 1908, | 
contained an article which stated that) 
a bill was filed in the Circuit Court the | 
|lating to the agreement entered into on 


day previous on behalf of L. P. Hugel, H. 


N. Cheetam, the Stadler Photographing 
Company and other stockholders, asking | 
for a receiver to straighten out the af- | Company and the American Agency Com- 


fairs of the Mercantile Securities Com- | pany, 
pany, a Maine corporation capitalized at | have transmitted with your inquiry. 


$2,500,000. The article stated in part: 


| 


“It is alleged that the Rhodus brothers | 


have obtained $700,000 from the sale of 
stock in the corporation and have ap- 
plied 
own use. The following Rhodus corpora- 
tions are made defendants in the suit: 


} 
| 


| 
| 


“Mercantile Finance Company of New | 


Jersey. 
*‘Eastern Agency Company of Arizona. 
“Atlantic Agency Company of Arizona. 
“Western Agency Company of Arizona. 
“Central Agency Company of Arizona. 
‘“‘New England Agency Company of 
Arizona. 


“Finance Company of America of Ari- | 


zona. 

‘“‘American 
zona. 

“The complainants set forth that a re- 
ceiver for the company already has been 
appointed by the Supreme Judicial Court 
of Maine, and ask the court to appoint 
another one to aid in conserving the as- 
sets of the company. 
that the Rhodus' brothers and 
agents have been and still are ‘engaged 
in the wrecking of the Mercantile Se- 
curities Company, and will continue to do 
so unless restrained by order of the 
court.” It further is charged that a 
large part of the stock and assets of the 
company has been diverted by the Rho- 
Gus brothers through the Mercantile Fi- 
nance Company, a $100,000 New Jersey 
corporation.” 

The latest information we have regard- 
ing the affairs of the Central Life Se- 
curities Company was received from our 


American Agency Company was illegal. 
The following opinion, however, which 
was received at this office on the 24th 
instant, states that the agreement be- 
tween the two companies is now ap- 
proved by the Attorney-General. 
STATE OF OHIO 
Office of the Attorney General. 
“Columbus, Ohio, July 21, 1908. 
“‘Hon. Charles C. Lemert, 
“Superintendent of Insurance, 
*“‘Columbus, Ohio. 
“Dear Sir: 
“I beg to acknowledge the receipt of 
your inquiry of even date herewith re- 


the 14th day of July, 1908, by and be- 
tween The’ Cleveland Life Insurance 


a copy of which agreement you 
I 
have given the same my consideration. 
“It has been represented to me that 
the American Agency Company has quali- 
fied under Sections 148c and 148d of the 


$300,000 of that amount to their Revised Statutes and is thus authorized | 
to carry out its business purpose within | 


this State, it being a corporation organ- 
ized under the laws of the Territory of 
Arizona. The agreement under consider- 
ation is a modification of the agreement 
which was disapproved by this depart- 
ment in its departmental opinion of date 


of June 22, 1908, and the modified con- | 


tract has avoided the criticisms therein 
contained. 


“The American Agency Company is 


thereby employed as an agent of the 


Trading Company of Ari- | 


They represent | 
their | 


Insurance Company for the purpose of 
soliciting and writing applications for in- 
surance policies, annuities and such other 
forms of insurance contracts as the In- 
surance Company has or may have au- 
thority by law to write or sell within the 
State of Ohio, the relation thus establish- 
ed is in my opinion clearly 
and no provision contained therein is 


| prohibited by law. 


i 





I therefore return the same to you with 
the approval of this department. 
“Very truly yours, 
“(Signed) W. H. MILLER, 
“Assistant Attorney-General.”’ 





COLUMBIA LIFE & TRUST COMPANY, 
PORTLAND, ORE. 

An examination of this company was 
made by Paul L. Woolston on behalf of 
the Oregon Insurance Department and a 
full report filed under date of July 6, 


a clipping from one of the Chicago news- general 


authorized | 


paratively small, but some of our gy 


scribers may be interested in a brief x. 
view of Mr. Woolston’s findings. 

The company was formed under th 
incorporation laws of O 

| January 13, 1906, and began business Pe. 
It is licensed in Oregg 
/and Washington, and operated in Tdahy 
last year but was refused a license thy 
year. Section 4 of the by-laws provids 
that “the board of directors may mak 
assessments upon the capital stock 
| they so determine, providing the aggr. 
gate thereof shall not exceed the py» 
'value.” A curious transaction is m 
ferred to as follows: 

| “On December 26, 1906, owing to th 
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death of Mr. D. D. Warner, manager r 
"agencies for the company, who was ip 
' sured in the company for $10,000, an ag. 
sessment of 10 per cent. upon the capita § Ne! 
_stock of the company was made to main P 
tain the integrity of the capital stock” 
| In this connection, the company inform 
us that it is now making arrangements 
so that it will not carry such large nt § 34. 
‘lines, which are altogether out of propor. be 
tion to its resources and the volume § Un 
its business. Those portions of the m § 36. 
port dealing with the financial conditign n 
|and transactions of the company area § Con 
follows: Med 
Financial Statement December 31, 19%, er 
Ledger assets, Dec. 31, 1906 ..$124,8882§ § Cap 
| Income. Sur 
First year’s premiums..$14,221.83 
Renewal premiums .... 18,544.10 
Total premium income ....$32,768 
Total gross interest ............ 6,986.11 @ 41. 1 
Contribution to surplus......... 60.0 2.1 
Total income .............0.. $40,402.04 
Amount carried forward....... $165,290.82 #8. 7 
Disbursements. 
‘Death claim .,........ $10,000.00 44. I 
Premium notes voided Th 
Le GR RAMD xc Be oc cvicceas 966.88 that 
Surrender values paid loans 
1 iy OG cdod cs oéewcves 699.81 beins 
Dividends to pcticyhold- part 
| ers in cash ....-e++. 72.94 part 
| Janprecesneni comp 
| Total to policyholders ...... $11,739.88 @ and 
First year commissions to tain 
big, NO ae lth cru in beta dee tecee 6,838.4 “3: 
| Salaries a 1,050.0 @ accu: 
All other agency expenses...... 1,428.8 @ comp 
Medical examiners’ fees........ 975.00 item. 
Inspection of risks............+. | 
/Home office salaries and direc- ‘-  ¢ 
eS fk Pr eee 4,370.81 § Suppc 
Rent, $2,640, less $1,614 received this 
under sub-lease .........+e5+: 1,026.0 # Prope 
Advertising, $497.11; printing liabili 
_ and stationery, $340.25; post- gal b 
| MBO, C00, GEOR BB..d cncscicvccecs 939.4 BF chang 
Furniture and fixtures.......... 38.% ‘It 
| Taxes, licenses, dept. fees...... 1,998.81 & liabili 
|Loss on sale of bonds ......... 257.8 & * def 
Depreciation on bonds charged the u 
GEE > ceuscuér bese éeesbunneedantel 1,119.4 ley ye 
Loan expenses ........eeeeeee: ; 31.8 includ 
Miscellaneous (H. O. traveling tarrie 
premium on surety bonds, of- busine 
fice expense, exchange, sus- sewah 
pense account, interest on It 
OVErdraft) ...ccecccesccccccces 
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Total disbursements ....... $32,536.99 
MaSaRSO covccgccecvscscesses $132,753.33 | 
Ledger Assets. 
Mortgage loans, real _ estate, 
first LiCEMS ...--cecceceececees $88,217.42 
Loan to bondholder ........... 75.00 | 
9%, First year premium notes.. 704.03 | 
Book value of bonds............ 33,545.60 — 
Cash in office ......... covacoces ° 873.85 | 
Deposited in bank, not at in- | 
BeOS cc cccccccvccesesseovcees 8,787.31 
Deposited in bank, on interest. . 550.12 
Total ledger assets ........ $132,753. 33 
Non-Ledger Assets. 
Interest due and accrued ....... 703. 61 | 
Yet uncollected and deferred 
renewal premiums ..... secave, GQumewel | 
i GEER . .dccnr caceceace $136,586.03 | 
Net uncollected and deferred 
premiums in excess of reserve, 2,094.37 | 
Total admitted assets ......$134,491.66 
Liabilities. 
34. Net reserve on policies and | 
eee -. $24,251. 44) 
Unearned interest .........e.00. 47.70 
%. Commissions on premium | 
PE Nee ceeecteseseceoeesees e 528.02 | | 
Commissions due or accrued .. 1,443.00 
Medical examiners’ fees ac- | 
a a eee ae 126.50 | 
Capital stock........ $100,000.00 
Surplus .......e6. --- 8,095.00 108,095.00 
Total liabilities ........... $134,491.66 


Insurance Exhibit. 
Policies. Amount. 











41. In force, Dec. 31, '06..534 $1,093,700.00 
@ Issued, 1907 ......... 241 506,400.00 

IE on at haatan hk ad 775 $1,600,100.00 | 
@. Terminated, 1907 ... 53 108,550.00 | 








| 
44. In force, Dec. 31, °07..722 $1,491,550.00 | 

The report calls attention to the fact 
that many of the company’s mortgage 
loans bear 10 per cent. interest, the loans 
being repaid by monthly installments, | 
part of which represents interest and 
part a payment on the principal. The 
company’s actuarial methods are peculiar 
and open to criticism. Regarding cer- 
tain of the items the report says: 

“$4. The reserve includes $16,838.49 
accumulated on bonds, carried by the 
@mpany in its statement as a separate 
itm. The amount has been checked in | 

iple and found correct. 
whe company, however, erroneously 
Sipposed that there was no liability on 
this account on its policies of insurance | 
proper. Such is not the fact. There is a 





lability for the unearned premiums on 
al business issued before the company 
changed to a legal reserve basis. 

“It is not to be understood that any 
lability has been included to provide for 
‘deficit in future years, but only that 
the unearned portion of the current pol- 

year’s mortality, already paid for and 
included in premium income, has been) 
carried to this fund. In other words, the | 
business has been valued on Yearly Re- 
tewable Term. 

“It was the intention of the company 


| $100,000. 
pany that $19,000 cash surplus was also | 





and its understanding, that the lega: re- 


serve policies provided for preliminary | cident and health insurance. 
, one-year term. 


“A careful reading of the contracts and 
the applications therefor does not dis- 
close any provision to this effect, nor any 
reference thereto. Hence these policies 
have been valued on the net level pre- 
mium basis, as rquired by the terms of 
the contract. There were, however, but 
few of such policies in force on Decem- 
ber 31, 1907. 

“36. Already referred to under item 26. 

**41-44. Includes bonds. 

“44. The insurance in force includes 
$1,283,200 written before the company 
| changed to a legal reserve basis. All 
such policies are for the whole of life and 
| make no provision for increase of rates, 
but said rates were arbitrarily computed 
without reference to any mortality table. 
The rate charged therefor is slightly in 
excess of the necessary rate to provide 
_for yearly Renewable Term insurance, 
| and is manifestly largely inadequate to 
provide for insurance for life, as shown 
to be mathematically mecessary by all 
mortality tables. No provision whatever 
has been made for increasing age and no 
| adequate reserve may be accumulated 
from the premiums charged. 

“It was the expectation of the com- 
pany to credit to this class of policies all 
mortality, interest, and other earnings 
therefrom to provide for the increasing 
deficit in premiums, but that these earn- 
ings will be sufficient for this purpose is 
contrary to the experience of all life in- 
surance companies. Insurance for life 
cannot be furnished at the rates charged 
for this business. 

“The company discontinued writing the 
aforesaid policies in June, 1907. 

“The legal reserve business.in force 
December 31, 1907, amounted to $46,500. 
An examination of the non-forfeiture 
values on the Ordinary and Twenty-Pay- 
ment life forms shows that the cash 
values at the end of twenty years on 
both policies, and the Paid-Up Insurance 


‘on Ordinary Life are substantially in. 
excess of the full net level premium re- | 


serve on the American Experience 
Table of Mortality, and 4 percent. inter- 


est, upon which the company states its 
rates and values were based. 


“This will require the company to car- | 


| . 
ry an excess reserve on said policies, be- | 


ginning December 31, 1908, sufficient to 
provide for the extra amount necessary 
to pay the values guaranteed in the con- 


| tracts.” 


It was found that the bookkeeping sys- 
tem was not suited to the business car- 
ried on.”’ 





COLUMBUS MUTUAL LIFE INSUR-| 
ANCE COMPANY, COLUMBUS, OHIO. 

This company was incorporated as a 
legal reserve life insurance company un- | 
der the laws of Ohio November 17, 1907, 


and was licensed by the Ohio Insurance , 


Department April 4, 1908, and on that 
date an examination by the Ohio Depart- 
ment showed that the company had as- 
sets aggregating $101,086.53, the only lia- 
, bility being the capital stock, which was 
We are informed by the com-. 


| 


| paid in, and that it will transact life, ac- 
The com- 
|pany has reputable backing, and several 
experienced life insurance men are iden- 
tified with it. 

Officers.—President, C. W. Brandon; 
vice-president, D. H. Thomas; secretary, 
‘George A. Peters; general counsel, J. 
M. Sheets; medical director, W. B. Car- 
penter; medical director, S. C. Priest. 

Incorporators.—Beery, J. E.; Brandon, 
C. W.; Carpenter, W. B.; Court, S. A.; 
Crumm, H. C.; Davis, Hy. A.; Horst, 
John R.; Joyce, Albert G.; Kiesewetter, 
Emil; Luthy, C. F.; Peters, Charles M.; 
Peters, George A.; Priest, S. C.; Reeder, 
E. A.; Sheets, John M. 





GIRARD MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 


This is an assessment association or- 
ganized under the laws of Pennsylvania. 
The same interests are organizing the 
Girard Life Insurance Company as a 
legal reserve institution, and it will take 
over the business of the present com- 
pany as soon as the legal reserve com- 
pany has sufficient capital to secure its 
license. 

The statement of the Girard Mutual 
Life as of December 31, 1907, obtained 
from the Pennsylvania Insurance De- 
partment, shows cash in office and banks, 
$32,630.92; balances due from agents, $2,- 
622.12; and bills receivable (notes taken 
for premiums) $1,472.69 not admitted; 
net assets, $32,630.92. No liabilities were 
reported, the company not being re- 
quired as an assessment institution, to 


charge itself with the reserve, which, 
however, is stated to be computed by the 
American Table with 3% per cent. in- 
terest. It reports that during 1907, the 
first year assessments for expenses ag- 
| gregated $23,421.59; for mortality, $25,- 
445.17; for guaranty fund, $52,850.81; a 
total of $101,717.27. Subsequent year’s 
/assessments for expenses amounted to 
| $1,550.68; for mortality, $1,702.65; for 
guaranty fund, $3,669.73; a total of $6,- 
| 923. 06. Adding interest, $325.76, and an 
'item designated ‘‘Advance Fund,”’ $12,- 
| 187.54, made the total income, $121,153.63. 








It paid $10,000 for death losses, which is.— 


| very unusual for so young a company, 
‘and Seems to indicate laxity in the medi- 
cal department; $53,180.20 for commis- 
‘sions; $17,509.60 for salaries of officers, 
/and various other expenses made the total 
| disbursements, $98,626.30. This does not 
| indicate economical management. 

| The company was examined by the 
Pennsylvania Insurance Department, and 
-a report made public under date of Oc- 
tober 10, 1907. This was printed in 
| Best's Life Insurance News for October, 
1907, page 216. An article was also 
printed in our issue of December 31, 
' 1907, page 30, dealing with the exploita- 
tion of the local board scheme by this 
company. The company made a state- 
ment regarding this matter, which is 
_printed in the December article just re- 
ferred to, and which should be carefully 


| 
| 
| 
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read. We have not been able to secure 
any of the estimates of profit used by 
its agents in obtaining business, but in 
every case where this scheme has been 
tried and the facts have come to light, 
it has been found that these estimates 
of profit on the strength of which appli- 
cations were secured, were grossly ex- 
travagant and impossible of fulfillment. 
At the end of 1907, the company report- 





8 PIS IS PIS TF Ie Fe pe pe ive pw 
GREAT WESTERN LIFE INSURANCE 
COMPANY, KANSAS CITY, MO. 

We have printed a great deal about 
this concern in previous issues, as fol- 
lows: November, 1907, page 11; January, 
1908, page 65; February, page 78; March, 
page 103; April, page 119; and May, page 
135. 

Following the appointment of a receiver 
for the Great Western Agency Company, 


ed 495 policies in force, aggregating $2,- _ which owned the stock of this company, 


359,000. 


there was a complete reorganization, but 


In its report to the Insurance Depart- | the latest advices are that the new man- 
ment, it made the following statement: agement feels it will be impossible to re- 
“The figures given in this annual report habilitate the company. It is said that 
as of December 31, 1907, do not include of the twenty-seven millions dollars of 
money received from subscribers to capi- | business written by the company last 


tal stock and a surplus which was held year, 


intact as a trust fund in various sound 


| 


banks and trust companies until the en- | 
'the Missouri Insurance Department, and 


early in July we were furnished a copy of 


tire amount required by law to rein- 
corporate on a stock basis is actually 
paid in in cash. Nearly the whole of the 
required capital has been subscribed, or 
is represented by options which have not 
yet matured.” 

Regarding the plan to reincorporate on 
the legal reserve basis, the company 
wrote us as follows on July 21, 1908: 

“Your favor of the 20th received. In 
relation to the minimum amount of capi- 


only two million dollars remain 
actually in force on its books. An exam- 
ination of the company has been made by 


the report of this examination, which 


bears date of June 5, 1908, but was not 


actually issued until later. Following 
the issuance of Superintendent Vandiver's 
report an investigation was commenced 
by the Grand Jury at Kansas City. As 


a matter of record, we print the Super- 


intendent’s report in full below: 





tal required to reincorporate on the stock Insurance Department, State of Missouri, 


basis under the Pennsylvania laws (which 
is 30,000 shares of a par value of $10, 
making $300,000 in cash), we desire to 
state that 27,050 have been subscribed, 
19,550 of which have been settled for, 
part in cash and balance in notes of re- 
sponsible parties, the balance of 7,500 
shares being in the form of options not 
yet matured. It is proposed to ultimately 
increase the capital to one million dollars. 
If the full 7,500 shares on option should 
be settled for we will need to sell only 
3,000 shares more, but it is hardly likely 
that the full 7,500 shares will be settled 
for, and therefore some allowance must 
be made in that direction. 

“On account of the extreme financial 





depression of the last three months! 
of last year and the earlier 
months of this year, we tried to. 


deal liberally with those holding these 


options, and extended the options when a_ 


request was made for an extension. There 
is no doubt that in a great many cases 


‘date December 


we were imposed upon, and for that rea-_ 


son we entirely discontinued the issuing 


of options on stock and now accept no | 
subscription for stock unless a settlement | 


either in cash or note is made 


for the | 


stock at the time the subscription is— 


taken. 
“The money received on account of the 


stock is treated as a trust fund until the. 


full $300,000 is paid in in cash, and inter- 
est at 3 per cent. per annum is allowed 
on all cash payments until the certificates 
of stock are ready to be issued. 

“We confidently anticipate being in po- 
sition to reincorporate as a stock com- 
pany in the course of a few months. 


a 


There would be little trouble in having | 
/pany crediting policyholders with having 


the balance of the capital paid in in a 


lump sum if we wanted to do it that | 
were actually unpaid, and at the very 


way, but we do not desire to do this as 
we prefer selling the stock to the policy- 
holders in connection with their insur- 
ance.”’ 





City of Jefferson, 

June 5, 1908. 
To the President and Board of Directors 
of the Great Western Life Insurance 

Company: 

Gentlemen—I transmit you herewith 
copy of the report of examination of the 
Great Western Life Insurance Company, 
which report I have just received from 
the examiner, Mr. J. A. McVoy. 

Your attention is directed to the re- 
markable condition of affairs set forth in 
this report. 

Transactions of a most questionable 
and criminal nature have occurred under 
the direction and connivance of the form- 
er management of the company. 


Not considering the liability on the an- 


nuity certificates the capital stock of the 
Great Western Life Insurance Company 
is impaired $124,449.12. 
the examiner shows that 
statement of the company, 
31, 1907, sworn to and 
the Missouri department is 


the annual 


filed with 


false, in that the assets of the company 


are reported $41,968.07 in excess of its 
actual assets. 
income of $53,572.07 in excess of the actu- 
al income and disbursements of $37,983.- 
02 in excess of actual disbursements. 

To obtain this remarkable result, and 
apparently with criminal intent, there 
was borrowed from two banks in Kansas 


City, $40,000.00 on December 31, 1907, the 


date an annual statement is required by | 


the Missouri Insurance Laws, and the 
company reported this amount as an as- 
set but failed to show a liability on ac- 
count of this transaction. False entries 
were made upon the books of the com- 


paid premiums, whose premium notes 


time held as collateral by banks to se- 
cure a loan. 
Agents’ balances avere reduced by false 


The report of) 


made as of | 


The eompany reported an | 
demnation is the Kansas loan contra >} 


_ months shows a most 


| 


entries and upon cancellation of these 
loan agreements, by the banks, the com- 
pany was compelled to ‘‘charge out” in. 
come so derived. A correct statement of 
liabilities was not made in that the sum 
of $32,118.41 owed agents by the com- 
pany, December 3ist, as bonuses on 1907 
business, was not included. 

In face of the fact that the Superin. 
tendent of Insurance refused permission 
to the company to increase its capital 
stock, the company put agents into the 
field to sell this increased capital stock, 
and received in cash $97,450.00 from sub- 
scribers, of which amount $64,147.34 was 
placed in the current income of the com- 
pany and spent, and the agents retained 
$19,000.00 as commissions, leaving only 
$14,302.75 in a special fund to protect 
these subscribers. 

It appears to me that the former of- 

ficers of the company are criminally liable 
on account of this transaction. 
' Jt also appears that $10,000.00 of the 
‘funds of the life insurance company 
were misappropriated and to secure 
' these funds, vouchers for salaries of of- 
| ficers of the company were drawn, and in 
‘four instances the signatures of these 
officers were forged. The vouchers were 
countersigned and endorsed by O. L. Van 
Laningham, the president of the com- 
pany. 

There can be no doubt that, as the 
transaction now appears, this is an em- 
bezzlement of the funds of the life insur- 
ance company, as well as forgery. 

I also call your attention to the item 
of $1,000.00, carried by check of 0. L 
Van Laningham as “cash in office” ac- 
count and afterwards increased to $1,- 
116.90 on December 3lst last. His ex- 
planation is that this covers interest on 
a loan of the National Bank of Commerce 
to O. L. Van Laningham which appears 
at least to indicate that the funds of the 
company were being used to discharge the 
debts of Mr. Van Laningham to creditors 
in Indiana, who are said to have held 
his notes for amounts aggregating ap- 
proximately $160,000.00, referred to in a 
former examination. 

I also call attention to the unpaid death 
losses, amounting to $53,000.00 of which 
$17,500.00 remain due and unpaid al- 
though large amounts of the funds of the 
company were being used to make ad- 
vances to agents, who were writing new 
|insurance and selling new stock. 
Another item deserving special con- 








referred to as exhibit ‘“‘B.’’ 

_ Another matter to which I call special 
attention is the unpaid for insurance on 
the books of the company, amounting to 
| $4,620,335.00 referred to on page 16 of 


the report. 
The abnormal expense account of 
the company, amounting to $102,- 
in excess of the actual in- 


come from the life insurance business 
proper, during a period of less than five 
reckless and 
the ordinary 


j 
| 719.67 
' 
| 


| Shameless disregard for 
rules of business prudence. 

The valuation of the annuity certificates 
by the examiner fixes what must be re- 
garded as an additional liability against 


the company of $228,864.04. If 
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amount be added to the $124,449.12 of im- 
pairment of the capital of the company 
above referred to, we find the total lia- 


pilities of the company exceeding its ad- | 


mitted assets by the enormous sum of 
$353,313.16. 

With this condition confronting your 
company, I am unable to see how it can 
survive. 

My opinion is that the available funds 


of the company should be used first, to | 


gettle the death losses already due and 
unpaid, and then those which are found 


to be due. 
Secondly, to reinsure in some solvent | 
company of good standing, the policies | 


now in force and thus protect the policy- | 


holders of the company and 
Thirdly, to refund the money received 
from the unauthorized sale of increased 
stock of the company, and 


Fourthly, for the redemption of the so- | 
called annuity certificates and other lia- | 


bilities of the company, so far as may 
be possible. 

The first of these i. e. the payment of 
the death losses, is a positive require- 
ment and must be promptly complied 
with. 

The prosecution of the officer or officers 
who may be responsible for the transac- 
tions above pointed out, should. be 
promptly instituted. 

No more policies of the company will 
be registered in this department, until 
the matured liabilities of the company 
are met, and its future liabilities to poli- 
cyholders provided for by sufficient de- 
posit of securities and such guarantees 
given of solvency and good management 
as will warrant the expectation of re- 
stored confidence in the company. 

As stated above, I am unable to see 
how this can be done but before taking 


| The company also showed assets in ex- 
_cess of those to which it was entitled as 
| follows: 
Deposit, Gate City Bank .......$25,000.00 
| Deposit, Commerce Trust Co. .. 15,000.00 
Account, sundry agents for dis- 

count on notes (included in 


agents’ balance) ......e.eeeee+- 1,968.07 





Totes .ccarscecsvodsaeseciet $41,968.07 
And in addition, applied to above 
_ income out of partial payments 
| on annuity certificates and 
| premiums on policies held in 
| suspense account .... 





1,688.00 





— 


Making a total excess in- 
| come used Of ......ese0e. $43,656.07 
Thus we see that the admitted 
| assets were increased ...... $40,000.00 
|The non-admitted assets were in- 
GUEEGOE- << <ccnacccccdsesbtéare - 1,968.07 





Making a total increase in led- 








1. OP embete 66 ceccvedesdsiceseds $41,968.07 
The non-admitted assets were 
decreased 
Agents’ balances..... $14,435.42 
Bills receivable ..... 1,106.00 $15,542.02 
Dee dececooswvéursveovesrientd $26,426.05 
Unapplied advance in partial 
payments used as_ income, 
which should have been 
charged as liability (sus- 
DENSE ACCOUNE) .cccccccceceece 1,688.00 
Net excess in Dec. 31, 1907, 
lee? GQSNSED cvccwvciscvrctecée $28,114.05 


To obtain the above result on Decem- 
ber 31, 1907, the president of the com- 
pany gave his personal note to the Gate 
City Bank of Kansas City, for $25,000.00, 
and secured the same by $26,493.01 pre- 





further action, I await your reply to | 
this communication. Please inform me | 
at once as to your intention. Prompt ac- | 
tion must be taken. | 
Very respectfully, | 

W. D. VANDIVER, 

Superintendent. | 

Kansas City, Missouri. 

June 3, 1908. | 

Hon. W. D. Vandiver, | 
Superintendent of Insurance. | 
Sir—Acting under your instructions I 
have made an examination of the condi- 
tion and affairs of the Great Western | 
Life Insurance Company of Kansas City, | 
Missouri, and desire to submit the fol- | 
ing report. 
n the annual statement of the com- | 
pany made to the Missouri Insurance De-— 
partment as of date December 31, 1907, | 
the company showed the following in- | 
come in excess of actual cash receipts. | 
First year’s gross premiums. ...$53,572.07 | 
Less agents’ commissions 37,983.02 | 





Net excess of premium in- 


ET a Me 7 $15,589.05 
Bills receivable paid ........... 1,106.60 
Gross income from “annuity : 
certificates fund’’ increased 





$16,350, commissions on same, 
$3,825, net increase .......... 
Agents’ balances reduced 


12,525.00 
14,435.2 





Total excess 


Commerce Trust Company 


mium notes of policyholders as collateral, 
these notes having been sent to the com- 
pany by agents for collection. 

On the same date the president of the 
company gave his personal note to the 
of Kansas 
City, for $15,000.00, and secured the note 


‘by $15,475.06 of policyholders notes as 


collateral, these notes having been sent 


to the company by agents for collection. 


The rate of interest charged by the 
banks on these loans was 6 per cent. The 


'Gate City Bank then credited the life in- 


surance company with a deposit of $25,- 
000.00 and the Commerce Trust Com- 
pany credited the life insurance com- 
pany with a deposit of $15,000.00. These 
deposits were held by the banks, not sub- 
ject to check, except as released by pay- 
ment of collateral notes by policyholders. 
The banks agreed to pay the company 2 
per cent. interest on these deposits. The 
Commerce Trust Company cancelled the 
agreement in January, and the account 
was closed out on the life company’s 
books in February, the Trust Company 
returning the policyholders’ notes. 

The Gate City Bank fancelled the 
agreement in February, the account with 
the bank being closed out on the life 
company’s books February 19th. The 
Gate City Bank returned the uncollected 
notes, that bank having made collections 
of $3,303.73. 





-bécanbecbbneus $43,656.07 The company in settling with the | Income from sale of 


City Bank paid the interest on Mr. Van 
Laningham’s note. 

On December 31, 1907, the same date 
as the above transaction, the company 
used the $40,000.00 derived thereby, in the 
manner shown above, and entered on the 
books of the company as paid, $53,572.07, 
gross premiums on policyholders’ notes 
so hypothecated, and credited agents” 
commissions $37,983.02. 

After the cancellation of these agree- 
ments by the banks, the consequent re- 
turn of premium notes and reduction of 
deposits, these payments on policyholders” 
notes were “‘charged back’’ on the books 
of the company. By this transaction the 
company actually borrowed money to pay 
premiums for its own policyholders, in- 
creased its ledger assets, and the amount 
of paid for business reported to the de- 
partment, and made an erroneous annual 
statement. 

The following financial statement was 
prepared giving the transactions of the 
company for the year 1908 up to May 18th, 
and shows condition of the company at 
close of books on that date. 
Amount of ledger as- 

sets (as per bal- 

ance) Dec. 31, of 

previous year as 

per company’s state- 

ment to Mo. Ins. 
Department ....... $367,831.98 
Deduct excess as- 


SEED “cccodtie eben dnc *28,114.05 





meeaenGes G8. .ccctudsseaevens $339,717.03 
* See explanation in comments on Deca 
31, 1907, statement. 
Income. 
First year’s pre- P 
miums on original 
policies without de- 
duction for commis- 
sions or other ex- 
pense, less $2,894.11 
for first year’s re- 
SRUITOMGD <dcscscccs $149,241.32 





Renewal premiums t 
without deduction 

for commissions or 

other expenses 6,785.22 
Dividends applied to ee 
pay renewal . pre- 

miums 





Total renewal 
premiums $8,152.45 
Total premium income ....$157,393.77 
Gross interest on 
mortgage loans.... 
Gross interest on 
bonds 
Gross interest on de- 
posits in trust com- 
panies and banks, 
Gross interest on 5 j 
other debts due the 
company 74.45 


$2,292.45 


2,150.01 


28.31 





Total gross interest ....... 
From all other sources: 
Sale Kansas Loan con- 
Sale Kansas Loan 
contract ($7,500 cash, 
$12,500 note@s)...... $20,000.00 


4,545.22 


ok, 
. carege*t wee* °9 


&- 
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annuity certificates, 
Sale of new capital, 
net 
Accident and 
income 


health 





Total income 


12,000.00 
78,450.09 


495.12 


ee eeeceseeec$2ie, 884,20 


Disbursements. 


For death claims.... 
Dividends paid to poli- 
cyholders in cash 
(special contracts), 
Dividends applied to 
pay renewal pre- 
miums (guaranteed 
dividends) 
Dividends applied to 
pay renewal pre- 
miums (special con- 
tracts) 
Commissions to agents 
(less commission on 
re-insurance) first 
year’s premiums 
$100,543.25; bonus on 
first year’s pre- 
miums $40,269.75 .. 
Bonus and commission 
on sale annuity cer- 
tificates 
Commissions to agents, 
accident and health 
DOEGEOD coccccceccece 
Salaries and _  allow- 
ances for agencies 
including managers, 
agents and clerks, 


Agency supervision... 


Medical examiner's 
fees, $12,375.00; in- 
spection of risks $4,- 
031.41 

Salaries and all other 
compensation of of- 
ficers, directors, 
trustees and home 
office employes ... 

Rents 


Advertising, $7,596.43; 
printing and _  sta- 
tionery, $14,475.53; 
postage, telegraph, 
telephone and ex- 
press, $2,847.83 

egal expenses 

Insurance taxes, li- 
censes and depart- 
ment fees 

Interest and discount, 

Gross loss on _ sale 
of ledger assets, viz. 
SEE caasescessesdece 

Tender premiums re- 
SREMOE « occdvecsncesecs 
Accident losses...... 
Advance in partial 
payments, applied, 
Fees in matter in- 
crease of capital.... 
Traveling expenses .. 


Miscellaneous and 
incidental ......e.+. 
Redemption out- 
standing checks on 
National Bank of 
Commerce .,..... owé 


3907 Guaranteed divi- 
dend on annuity cer- 
tificates 


i 


$6,500.00 


17.92 


1,367.23 


213.36 


140,813.00 


3,600.00 


173.35 


2,432.50 
- 3,825.55 


16,406.41 


22,368.91 
5,717.33 


24,919.79 
1,879.33 


8,729.01 
156.42 


553.36 


200.00 
30.00 


424.54 


32.65 
1,864.64 


883.79 


2,204.69 


22,440.00 








Total disbursements: ......$268,753.78 





Balance ..cccccccccccscsesss$oha,o4s-40 
Ledger Assets. 
loans on 
realestate, first 
HENS ..cccccsccccess $91,650.00 
Premium notes on 
policies in force. of 
which $6,480.70 is for 
first year’s pre- 
mium 
Book value of bonds 
excluding interest.. 130,122.00 
Cash in company’s 
office 
Deposited in 
companies and banks 
not on interest 
($1,295.27 not sub- 
ject to check) ...... 
Demand certificate of 
GORGES ccocaccccscce 
Bills receivable, $12,- 
500; agents’ balances, 
$40,157.27 
Furniture 
tures... 


Mortgage 


6,933.98 


1,336.68 


31,910.93 
4,992.00 


and  fix- 


52,657.27 


24,244.59 





Total ledger assets, as per 
DED. nccanatesdececsossad $343,847.45 
Non-Ledger Assets. 
Interest accrued on 
mortgages 
Interest accrued on 
bonds 


$2,610.85 


2,205.94 





Total interest $4,816.79 
New Business. Renewals. 

Gross. pre- 

miums due 

and unre- 

ported on 

policies in 

force May 

18, 1908..$186,550.86 $11,415.05 





Totals ..$186,550.86 $11,415.05 
Deduct load- 

a 139,913.15 
Net amount 

of uncol- 

lected and 

defer 

red pre- 

miums 46,637.71 


2,853.76 


8,561.29 $55,199.00 








All other assets: 
Gross unreported annuity certi- 


ficate subscription, $12,450, 
less $2,850, agents’ commis- 
SE. - éudin ch kehbbobsdotae theene 9,600.00 


Supplies, stationery (estimated) 12,000.00 





Gross assets ........ oeeouee $425,463.24 
Deduct Assets Not Admitted. 
Bills receivable ...... $12,500.00 
Supplies, stationery, 


printed matter, $12,- 


000; furniture and 

fixtures and _ safes 

$24,244.59 ...cccccecs 36,244.59 
Agents’ debit bal- 

BORED ° 65.0c00edee eiee 44,269.78 
Balance due from 

agents on annuity 

certificates ........ 8,927.50 
Premium notes and 





loans on policies and 
net premiums in ex- 
cess of the net value 
of their policies 
(ist year $1,619.83; 
renewal $81.28) ..... 
Net amount uncollect- 
ed on premiums over 
three months due, 
Check OC L. Van 
Laningham, date 
Dec. 31, 1907, $1,- 
116.90; other cash 
items, $91.24 
Mexico and Orient 
bonds (2) ..seceeees 


1,701.11 


34,472.65 


1,208.14 


150.00 





A? 


- » $139,473.17 





Total admitted assets ...... $285,990.07 
Liabilities. 


Net present value of 


all the 


outstanding policies in force 


on the 18th day of 


May, 


1908, as computed on the fol- 


lowing tables of 


mortality, 


and rate of interest, viz.: 


Actuaries’ table at 


cent. 


on preliminary 


4 per 
term 


valuation on all business writ- 
ten subsequent to May 13, 


1907, with exception 
L. andil15 Y. E. and 


surance and business 


of 10 P. 
term in- 
writ- 


ten in 1908 on premium loan 


plan, valued on 
year’s reserve on 


full 
American 


first 


Experience Table of Mortality, 
with 3% per cent. interest. 


American Experience 
3% per cent. on all 


table at 
business 


written prior to May 18, 1907, 
on which renewals are due or 
vepactines $134,375.00 
Deduct net value of fisks of 


Total 


“ene ep ee @ 


paid. 


this company 


re-insured in 


other solvent companies ...... 


BE cecvendeoessias 
Reserve on ‘“‘complete 
protection, accident 
and health policies’ 
($2,026.50 premiums, 
50 per cent.) ....... 
Reserve to provide 
for health and ac- 
cident benefits con- 
tained in life pol- 
SGSOR 00 cee cendecoccee 


2,305.00 





oseeccece $132,070.00 


$1,013.25 


3,003.75 


4,017.00 


a 





Net reserve ....... 
Claims for death 
losses due and un- 
BREE cucevocvsscéoses 
Claims for death 
losses in process of 
adjustment or ad- 
justed and not due, 
Claims for death loss- 
es, which have been 
reported and no 
proofs received.. 
Claims for death loss- 
es and other pol- 
icy claims resisted 
by the company.... 


ccecseoces $136,087.00 


$17,500.00 


6,000.00 


2,000.00 





Total policy claims 
Gross premiums paid 























} 
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vance 
Commissions due to agents on 
premium notes when paid and 
commissions to agents due or 








dcnc0n60e6eesesetsces 322.58 
Salaries, ($2,505.00) rents, office 
expenses, bills and accounts 
due or accrued ($8,500.00) .... 11,005.00 
Medical examiners and legal 
fees due or accrued ......... 705.00 
Re-insurance due .........66.:: 191.01 
Cash received from sale Kansas 
City Loan Contract .......... 7,500.00 
Cash received from sale new 
capital stock, $78,450.09; cash 
commission retained by agent 
for sale of same $19,000..... 97,450.00 
Partial payments on annuity 
DEC ceocséeseucecsoesenss 672.50 
Unapplied premiums on insur- 
i? gcstusousadessessdsshs esi 1,405.84 
Guaranteed coupons, on policies, 
retained by insured .......... 333.62 
Contingent lHiability on first 
year’s guaranteed dividend 
on annuity certificates ....... 996.00 
Dt cnivadnehsedaliatess aban $310,439.19 
Capital stock .......c.cceeeseees 100,000.00 
Total liabilities ............ $410,439.19 


Annulty Certificates. 

The same difficulty was encountered in 
determining a valuation for the annuity 
certificates which was referred to in the 
former examination of the company in 
November, 1907. No liability is included 
in the financial statement of this report 
on account of these certificates, but if a 
liability is to be determined and charged, 
your examiner has so far failed to see any 
satisfactory reason for changing the 
method adopted for valuing these certifi- 
cates, as was used in said former exam- 
ination; therefore, the liability for these 
certificates, although not included in the 
financial statement shown above, has been 
calculated and determined upon the same 
basis as referred to in former report. Up- 
on the basis of paid for business, May 18, 
1908, the valuation of these annuity certi- 
ficates amounted to $228,864.04. 

The following tabulation shows the an- 
nuity certificate account: 


In force, 2,085 shares, at $150 

Se? GH caccctccescovciecncss $312,750.00 
Paid for 2,002 shares, at $150 

rr Te i6sessbdvarceneses 64 300,300.00 





Unpaid 83 shares at $150 


par value $12,450.00 


eeneeneneeneeeeeeneee 


* Expense From January ist to May 18th, 


1908. 
By eliminating from 
income account the 
following items: 
Proceeds from sale of 
Kansas Loan con- 
Ol «++++ $20,000.00 
Payments of annuity 





certificates .......... 12,000.00 
From proposed increase 
capital (net receipts), 78,450.09 
DL. edvesesenaund $110,450.09 
We find the actual in- 
come from life insur- 
DET cebtcaccess 162,434.11 
While the 


| 


| 
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770.64 dis’ts were. .$268,753.78 


Less commis- 
sion on an- 


nuity cer’f's, 3,600.00 





Net disbursements for 
expense of conduct- 
ing the life insur- 
ance company . 265,153.78 





Said disbursements 

amounting to ...$102,719.67 
more than the income for the _ time, 
which with increased reserves, unpaid 
death claims and other liabilities, ex- 
plains the cause of reducing the assets 
from a surplus on December 3lst, to an 
impairment of $124,449.12 at this time. 

Proposed Increase of Capital. 

There is attached hereto and filed 
herewith, exhibit ‘‘A” being extracts 
from the minutes of the board of direc- 
tors with reference to proposed increase 
of capital stock. 

Under resolution passed January 10th, 
proceeds from the sale of the increased 
capital was to be placed in a _ special 
fund, which, however, was not done, but 
the receipts from the sale thereof, were 
put in the general income of the company 
and so kept and used until the passage 
of a resolution of the board of directors 
on April 25, 1908, at which time an at- 
tempted separation was entered on the 
books and the amount of cash received 
from this source, $64,147.34, was credited 
to the account of O. L. Van Laningham, 
and all subsequent moneys amounting to 
$14,302.75 were credited to a_ special 
fund. 

It therefore appears that of the pro- 
posed increased capital there has been 
sold and paid for in cash, paid by sub- 
scribers $97,450.00, at the rate of $231.00 
per share, (at the par value of $100.00 
per share). The disposition of the cash 
funds thus realized, also appear to be as 
follows: 

O. L. Van Laningham credit. .$64,147.34 
Special fund 14,302.75 
Commission retained by agents, 19,000.00 





EE” «sanvoanéunsecdneeebnane $97,450.00 
The company also has a large amount 
in notes given as payment by subscribers 
for capital stock. The transactions in 
the sale of the proposed increased capital 
being done without obtaining certificate 
from the insurance department of the 
State, authorizing or approving the pro- 
posed increase of the capital stock of the 
company. 
Kansas Loan Contract. 
Attached hereto, and ffiled herewith, 
marked exhibit “‘B’’ is a copy of a loan 
contract which is extraordinary in its 
terms and provisions, the operation of 
which whether profitable or not, might be 
a subject of discussion. It certainly ties 
up the funds of the company to be ac- 
cumulated in the future. I can see no 
necessity for binding the company to 
this contract, except it be the urgent 


necessity for realizing immediate avail- 
able funds. 

The contract was never authorized or 
approved by the board of directors. It 
was sold for $50,000.00 of which $20,000.00 
was paid: $7,500.00 in cash and $12,500.00 








by notes. In the financial statement the 
notes were stricken from the assets of 
the company, and the cash was charged 
out in liabilities. 

Agents Bonus. 

In annual statement as of December 
31, 1907, no amount was entered in Ha- 
bility account for agents bonuses on 
business written during 1907, though 
there has been paid during 1908, the sum 
of $32,118.41, charged to bonuses on 1907 
business and should have been charged 
as a liability in 1907 statement. 

Death Clalms. 

The reported and unpaid death claims 
appear to be $53,000.00, resisted and un- 
settled as shown in financial statement. 
There was no claim register kept in the 
office until the examination was begun. 

Officers’ Salaries. 

Attached hereto, and filed herewith, 
marked exhibit ‘‘C,’’ are depositions taken 
of certain officers of the company in 
regard to the payment by the company 
on August 14, 1907, of the following 
amounts, purporting to be salaries from 
April to November, inclusive: 

L. N. Paquin, vice-president.. $1,800.00 
E.’\L. Biersmith, Wwice-presi- 


CE: se ccenednetasbasncbaentibions 1,800.00 
G. R. Rhoads, vice-president .... 1,800.00 
J. E. Smith, vice-president . 1,800.00 
J. T. Kendall, vice-president.... 1,800.00 


R. E. Jenkins, cashier (balance 
salary from April to Aug.).... 1,000.00 





Gn cccsecaveswetaeksueeaver $10,000.00 
This transaction was referred to in 
your report of examination, November, 
1907, and the explanation given your ex- 
aminers that these checks were in reality 
for back salaries from November 1906 ta 
April 1907, in face of the fact that the 
company did not commence business until 
April 1907. 

It now appears that in reality these 
amounts were not paid the officers of the 
company, but were used for some pur- 
pose in connection with the affairs of 
the Great Western Agency Company, and 
in fact, amounted to a transfer of $10,- 
000.00 from the funds of the Life Insur- 
ance Company to the funds of the Agency 
Company, although at the time of this 
transfer the accounts of the Life Insur- 
ance Company with the Agency Com- 
pany were balanced. 

The furniture and fixtures purchased 
by the Life Company from the Agency 
Company for $10,000.00 having been paid 
by voucher check of the Life Company, 
No. 873, dated July 12, 1907, for $10,000.00. 

The amount of $10,000.00 advanced by 
the Agency Company to the Life Com- 
pany to make its initial reserve deposit 
with the Missouri department, having 
been returned by the Life Company to 
the Agency Company by voucher check, 
No. 872 of the Life Company, dated July 
12, 1907, for the sum of $10,070.00 and 
an additional $1,000.00 advanced by the 
Agency Company to the Life Company, 
having been returned the Agency Com- 
pany by checks of the Life Company, so 
that when these salary checks were 
drawn, there was no indebtedness due 
the Agency Company. 

It further appears that these voucher 
checks were not signed by L. N. Paquin, 
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E. L. Biersmith, James E. Smith and J. 
T. Kendall, but their signatures were 
imitated and written by some other 
party then the payee. G. R. Rhoads and 
R. E. Jenkins acknowledged the genuine- 
ness of their signatures. 

All of these checks were countersigned 
and endorsed by O. L. Van Laningham. 

The statement of the Great Western 
Agency Company at about the date of 
this transaction on the Life Company 
books shows “Donation of officers, $10,- 
000.00." The officers of the Life Com- 
pany used in this transaction and the of- 
ficers of the Great Western Agency Com- 
pany being one and the same. 

Cash In Office Account. 

On May 18, 1908, the ledger assets show 
a “Cash in office’ account of $1,336.68. 
This item is made up as follows: 
Personal check of O. L. Van 





ED. ccvedsceeescooccsses $1,116.90 
Check of Fred Bennion (agent), 11.00 
Sundry I. O. U.’s, not secured, 74.00 
Express charges paid ........... 6.24 

0 ee eee $1,208.14 
5. i Te ee. concoccsccones 100.00 
Cash, $18.54; check, $10.00...... 28.54 
Ee ee $1,336.68 


It appears that on September 5, 1907, 
according to explanation given your ex- 
aminer, there was due the National Bank 
of Commerce of Kansas City, a certain 
amount of interest on a note for $21,000, 
given that Bank by the Great Western 
Agency Company, endorsed by O. L. Van 
Laningham. Mr. Van Laningham se- 
cured from the life insurance company 
on that date $1,000.00 to pay this interest 
and evidently other items. 

On November 5, 1907, Mr. Van Laning- 
ham gave his check to the life insurance 
company for $1,000.00, which was carried 
in “Cash in office’’ account by the Life 
Company and check never presented for 
payment. On December 31, 1907, this 
check for $1,000.00 was taken up by Mr. 
Van Laningham and replaced by i his 
check dated December 31, 1907, drawn on 
Gate City Bank, for $1,116.90, the ad- 
ditional $116.90 representing other I. O. 
U. tickets. This check has never been 
presented for payment, and is still car- 
ried as “Cash in office’ item. I have 
therefore charged out this check in “‘As- 
sets not admitted,”’ together with $91.24, 
other cash I. O. U. items. 

Unreported and Unpald Gross Premiums. 

The gross unpaid premiums on first 
year’s business at this date amount to 
$186,550.86, of which amount $106,702.75 
is on business written in 1907. 

Business Written on Premium Note Plan. 

In 1908, the company commenced writ- 
ing business on the plan of taking the 
policyholders note, secured only by the 
policy, in part payment of first year’s 
premium. Policies aggregating $226,630.- 
00 insurance have been written on this 
plan. The amount of the policyholders 
notes taken was $6,480.70. 

The reserve on these policies 

valued by company on prelimin- 

St Tn: + cocnenieendcdavbness $1,219.00 
Reserve calculated in  financtal 

statement of this report, ae- 

cording to policy contract and 
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so charged is 4,573.00 

The notes taken on these policies are 
not a uniform per cent. of the gross pre- 
mium, but the note varies from 50 per 
cent. in a few instances, to 90 per cent. 
An average note of 79 per cent. of the 
gross first year’s premium has been taken 
on all business thus written. 
Insurance Written From Organization to 

May 18, 1908. 
Amount. 

Number of policies paid 

for May 18, 1908....6,776 $19,611,180.00 
Number of policies un- 

paid for May 18, 

SUED ~ esesksuwesseoecet 1,541 

Ts sthecnesweode 8,317 $24,231,515.00 

Of the business not paid for, there are 

receipts in the office showing delivery of 


4,620,335.00 





policies for $1,787,360.00 and $1,795,850.00 | 


with binding receipts detached from ap- 
plication. 

The record is incomplete and there is 
no way of determining the liability of 
the company or the exact standing of the 
policies on the unpaid for business, al- 
though the greater part of this business 
was written in 1907, some policies dat- 
ing back to the first months of the com- 
pany’s business. There seems to be no 
fixed method of settlement with agents 
on issued business. 

In some few cases the second premium 
has been paid, and there is no record of 
settlement of the first premium. Cash 
advances have been repeatedly made to 
agents when the said agent to whom 
advances were made, was indebted to the 
company for nets on business, and to such 
advances is largely due the present fi- 
nancial condition of the company. 

Commerce Trust Deposit. 

The Commerce Trust Company has 
charged against the life insurance com- 
pany deposit, $1,295.27, by reason of the 
following transaction. 

J. E. Smith sold A. F. Sherman a $1,- 
500.00 annuity certificate, taking Sher- 
man’s note. This note Mr. Smith sold 
to the Commerce Trust Company, en- 
dorsing the note “Great Western Life In- 
surance Company” and “J. E. Smith, 
treasurer.””’ Mr. Sherman has not paid 
this note, and the trust company charged 
the deposit of life company with $1,- 
295.27, amount unpaid on this note. 

I have not charged out this amount for 
the reason, that even if the trust com- 
pany is correct in its position, the life 
company is protected from loss by reason 
of recourse on Mr. Smith’s bond as the 
treasurer of the company. A check for 
$120.00, dividend on Mr. Sherman’s cer- 
tificate was sent to Mr. Sherman. This 
check has been cashed. 

Advertising and Printing. 

It is evident that the company has paid 
some extravagant advertising and print- 
ing charges: Since the present manager 
of the printing department took charge, it 
is being run on a business like basis and 
he is supposed to O. K. all printing bills. 
The company had its printing done at 
the following places: Bankers & Mer- 
chants Litho. Co., Kansas City; Berko- 
witz Envelope Company, Kansas City; 
Bishop Press, Kansas City: Cline Print- 
ing Company, Kansas City; Combe Print- 
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ing Company, St. Joseph; Everett-Titus 
Printing Company, Kansas City; Master- 
son Print Shop, Kansas City; Schooley 
Statfonery Company, Kansas City; Thay- 
er-Teague Stationery Company, Kansag 
City; Union Bank Note Company, Kan- 
City; Walkenhorst & Park, Kansas 
City; Osage City Free Press, Osage City, 
Kansas. 


Sas 


Gross Premiums. 

In the report of examination of No- 
vember, 1907, reference was made to the 
deficiency in the gross premiums, but no 
account of the present value of such de- 
ficiency was included in the liability ac- 
count. Neither has any liability of the 
present value of the deficiency been in- 
cluded in the financial exhibit herein sub- 
mitted. However, I desire to call atten- 
tion to this deficiency, and while it is 
nominal as applied in the individual case, 
yet in the aggregate of the volume of 
paid for business it represents a substan- 
tial amount. This deficiency on individu- 
al policies varies on different plans, and 
likewise on different rates charged by the 
company at different times. 

The above record speaks for itself. There 
are no comments needed to show with 
what reckless disregard of consequences 
the affairs of this company have been 
conducted or the flagrant abuse of official 
trust and the lack of a proper apprecia- 
tion of official responsibility. 

I wish to acknowledge the courteous 
treatment of the present officers of the 
company. All books, records and papers 
were produced when desired. I also de- 
sire to acknowledge the assistance given 
me by the chief bookkeeper and the 
actuary of the company. 

Respectfully submitted, 
JAMES A. McVvOy, 
Examiner. 
Exhibit ‘‘A.’’ 
At a meeting of the board of directors 


of the Great Western Life Insurance 
Company held January 9, 1908, the fol- 
lowing resolution was passed regarding 


the increase of capital stock of the life 
insurance company from one _ hundred 
thousand ($100,000.00) dollars to one mil- 
lion ($1,000,000.00) dollars: 
Whereas, It is desirable that the 
capital stock of this company be in- 


creased from one hundred thousand 
($100,000.00) dollars to one _ million 
($1,000,000.00) dollars. 

Therefore, Be It Resolved, That a 


meeting of the stockholders of the 
company is hereby called to meet at 
the home office of the company in 
Kansas City, Jackson county, Missouri, 
on Friday, January 10, 1908, at the 
hour of ten o’clock a. m. for the pur- 
pose of considering a proposition then 
and there to be submitted, to increase 
the capital stock of the company, 4s 
aforesaid. 

Be It Further Resolved, That each 
and all of the stockholders of the 
company being here now present in 
this meeting, that notice of such meet- 
ing be, and the same is_ hereby 
waived. 

It appears that on January 10, 1908, @ 
resolution increasing the capital stock of 
the company from one hundred thousand 
($100,000.00) dollars to one million ($L- 
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July 31, 1908. 
y00,000.00) dollars was duly adopted at a 
meeting of the stockholders of the com- 
pany. 

At a meeting of the board of directors 
held on January 10, 1908, the minutes of 
the company show the following motions 
to have been adopted: 

On motion of J. T. Kendall, second- 
ed by E. L. Biersmith, and unanimous- 
ly carried, it was ordered that Wil- 
liam Thompson, A. L. Cooper and G. 
R. Rhoads be appointed and consti- 
tuted a committee to make a contract 
on behalf of this company with some 
responsible person to sell the increased 
stock upon such terms as they may 
deem best, at a price however, which 
will net the company at least the par 
value of the stock and no stock to be 
delivered until paid for in cash, certi- 
fied check or bank draft, and that no 
stock be sold or delivered until the 
proper officers of the State of Missouri 
have fully approved and authorized 
such increase. It having been sug- 
gested that certain persons who de- 
sired to become purchasers of a por- 
tion of such increased stock either had 
or intended to make remittances of 
money on account of subscriptions, 
therefore, it was ordered, upon motion 
of A. L. Cooper, seconded by William 
Thomson, and unanimously carried, 
that the president and treasurer of the 
company be directed to return such 
funds, if any, to the persons entitled 
thereto, and to not, under any cir- 
cumstances, co-mingle the same with 
the funds of the company, and if it is 
desired by any of such persons that 
their money be retained, then that the 
same be placed in a special trust ac- 
count and carefully preserved intact 
until such time as this company may 
lawfully take possession of and utilize 
the same. 

At a meeting of the board of directors 
held February 25, 1908, the following 
resolution was adopted, authorizing the 
increase of the capital stock to .be six 
hundred thousand ($600,000.00) dollars in- 
stead of one million ($1,000,000.00) dol- 
lars: 

Whereas, The Superintendent of In- 
surance of the State of Missouri, has 
declined to permit an increase in the 
capital stock of this company, as pro- 
vided for by the resolution adopted at 
the meeting of the board of directors 
of this company, held on January 9, 


é 1908, and also by the resolution adopt- 


ed at the special meeting of the stock- 
holders of this company, held on 
vanuary 10, 1908, and 

Whereas, It is desirable that the 
capital stock of this company be in- 
creased from $100,000.00 to six hund- 
red thousand dollars ($600,000.00) 

Therefore, Be It Resolved, That 
a meeting of the stockholders of 
the company is hereby called to 
meet at the home office in Kan- 
sas City, Jackson county, Missouri, 
on Tuesday, February 25, A. D., 
1908, immediately after the adjourn- 
ment of this meeting, for the purpose 
of considering a proposition then and 
there to be submitted to increase the 
capital stock of the company as afore- 
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said. 

And at a stockholders meeting held the 
same day, the increase of capital stock 
to six hundred thousand ($600,000.00) dol- 
lars was duly approved. 

At the same meeting of the _ stock- 
holders a resolution limiting the expense 
of the sale of the increased capital was 
adopted as follows: 

Be It Further Resolved, That none 
of such additional or increased capital 
stock shall be issued until at least the 
par value thereof shall have been act- 
ually paid to the company in cash, it 
being the purpose of the company to 
sell such stock for cash, and the board 
of directors are instructed to make 
such arrangements as may be neces- 
sary for the payment of the expense of 
securing subscriptions for such ad- 
ditional stock out of the excess over 
the par value thereof received from the 
sale thereof, such expense to be rea- 
sonable and proper, and all remaining 
proceeds to be paid to the company 


in cash. 
At a meeting of the board of direc- 
tors held April 25, 1908, it appeared 


that the resolution ~f the board of 
directors in regard to the sale of the 
increased capital had been violated, 


and that the funds derived from the sale 
of this increased capital had been placed 
in the general revenue of the company 
and used for current expenses. The 
board of directors passed a _ resolution 
creating a special fund to the credit of 
parties paying subscriptions for the in- 
creased capital stock. The resolution 
was as follows: 

Whereas, It has come to my know- 
ledge within the last two days that 
the resolution of the board of direct- 
ors, in regard to the funds received 
for subscriptions to the proposed in- 
crease of capital stock, which resolu- 
tion was unanimously passed by the 
board, had not been carried out and 
acted upon by the company and of- 
ficers having said matter in charge. 

Now, Therefore, Be it resolved, that 
the president be directed to ascertain 
at once the amount of money already 
received from the subscribers to the 
proposed increase of capital stock and 
create a special fund of said amount 
in the most expedient way, out of the 
funds of the company, and to pay in- 
to said special fund all moneys hereaf- 
ter received by the company for sub- 
scriptions to the proposed increase of 
the capital stock, and in no wise to 
permit any officer or agent or employe 
to use or extend the same for any 
purpose whatsoever until the company 
is lawfully empowered so to do. 

At the same meeting of the board of 
directors there was spread upon the 
minutes of the company the salaries and 
other compensations paid out by the 
company to any director, officer or trustee 
since its organization. This was done to 
comply with the law passed by the last 
session of the Missouri legislature. The 
total of these amounts are as follows: 

oO. L. Van Laningham, presi- 

Gemt- ceveccvecectadtctecnads -- $5,493.81 
J. T. Kendall, vice-president .... 7,230.74 
L. N. Paquin, vice-president .... 9,577.16 
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E. L. Biersmith, secretary ...... 6,016.89 
J. E. Smith, treasurer ..........10,402.39 
Samuel Quinn, general manager, 3,823.24 
G. R. Rhoads, supt. of agents.. 5,831.11 
A. L. Cooper, counsel ...... coos 3,446.69 
William Thomson, counsel ...... 1,137.68 

These amounts are for salaries, ad- 
vances, nets, commissions, bonuses and 
traveling expenses, with the exception of 
the amounts paid A. L. Cooper and Wil- 
liam Thomson, which are for legal ex- 
penses and traveling expenses. 

At a meeting of the board of directors 
held on May 19, 1908, O. L. Van Laning- 
ham, president of the company, tendered 
his resignation as president and director, 
and J.-B. Case was elected president and 
director of the company. J. E. Smith 
tendered his resignation as treasurer and 
director of the company, and Herman F. 
Lang was elected treasurer and director 
of the company. 

On February 15, 1908, at a meeting of 
the board of directors, the following reso- 
lution authorizing the cancellation, the 
redemption or return of the Annuity Cer- 
tificates was passed: 

Resolved, That the board of direct- 
ors be authorized to take such action 
they may deem proper or necessary 
to cancel, redeem or retire the an- 
nuity certificates heretofore issued by 
the company, if at their discretion 
such steps or action be deemed desir- 
able and to the best interest of the 
company. 

“Exhibit “B.” 

This agreement made this 28th day of 
April, A. D. 1908, by and between the 
Great Western Life Insurance Company 
of Kansas City, Missouri, party of the 
first part, hereinafter called the com- 
pany, and D. J. Hanna and E. H. Lupton, 
parties of the second part. 

Witnesseth that for and in considera- 
tion of the sum of one dollar ($1.00) paid 
by the party of the second part to the 
company, the receipt whereof by the 
company is hereby acknowledged and in 
consideration of the mutual covenants 
hereinafter contained, the parties hereto 
agree as follows: 

FIRST: The company hereby ap- 
points the said parties of the second 
part as its loan agents of the said 
company for the purpose and with the 
authority only of securing loans for 
the company in the State of Kansas, 
and for the purpose of the purchase 
of such county and municipal bonds 
in said State as the company may 
hereafter direct subject, however, to 
limitations and restrictions otherwise 
in this contract set forth. 

SECOND: During the continuance 
of this contract, the company shall 
loan no money nor purchase any bonds 
in the State of Kansas except by and 
through the medium of the parties of 
the second part. 

THIRD: All loans made by the 
company through the parties of the 
second part in the said State of Kan- 
sas, are to net the company five (5) 
per cent. interest, payable semi-an- 
nually or annually on the first days of 
June and December of each year, un- 
less in exceptional cases otherwise 
hereafter agreed upon. The inaterest 
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on all loans is to be colleeted by the 
parties of the second part at their own 
expense and remitted promptly to the 
company; provided that the parties of 
the second part shall not be held 
liable for the collections of said in- 
terest except that they shall use due 
diligence in so doing. 

FOURTH: All loans made under 
this contract shall be made upon 
blanks of the parties of the second 
part, but forms thereof shall first be 
approved by the company. The com- 
pany reserves the right to examine 
all loans and the _ security’ thereof 
within a reasonable time, but not ex- 
ceeding six months after the accept- 
ance by the company from the parties 
of the second part, and if in the opinion 
of the company, or of its’ proper 
officers, the loan is not a satisfactory 
one, either by reason of the valuation 
of the security being inadequate or the 
title of the same being defective or 
from any other cause, the company 
shall notify the parties of the second 
part thereof and thereupon the parties 
of the second part shall substitute 
therefor, a new loan or loans of equal 
amount against which there can be no 
reasonable objection or by re-payment 
to the company of the money paid up- 
on said loan together with the interest 
accrued upon the same during the 
time between the making of the loan 
and the return of the security at the 
rate of five per cent. (5 per cent.) per 
annum. 

FIFTH: All loans made for the 
company by the parties of the second 
part shall not exceed fifty per cent. 
(50 per cent.) of the market value of 
the security, and in all cases the se- 
curity shall be first mortgage notes or 
bonds upon real estate in the State 
of Kansas. Upon all loans, the parties 
of the second part shall furnish to the 
company a certified abstract showing 
a clear title, furnish an impartial ap- 
praisement and report and pay all the 
expenses thereof and other expenses 
of making the loan. After the loan is 
fully completed, the same _ together 
with all the papers pertaining thereto 
shall be forwarded by the parties of 
the second part to the company at its 
home office with a draft attached in 
the amount of the loan if at the time 
no other arrangement between the 
parties hereto shall have been made. 

SIXTH: The party of the first part 
shall after the first of January, 1909, 
furnish to the partfes of the second 
part for the purpose of taking up the 
loans or bonds mentioned herein out 
of the funds of the company available 
under the laws and future changes 
thereof of the various States, terri- 
tories and counties in which the com- 
pany is doing or may hereafter do 
business and in the hands of the com- 
pany for such purpose the sum of three 
hundred thousand ($300,000.00) dol- 
lars annually; and governed by the 
same limitations one-half of the avail- 
able funds of the company remaining 
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one million five hundred thousand 
($1,500,000.00) dollars and as much 
more out of said funds subject to the 
limitations as the company may from 
time to time choose to furnish and 
devote for the purposes aforesaid, and 
it is also provided that the company 
shall furnish to the parties of the 
second part out of said funds, subject 
to the same limitations and for the 
purposes aforesaid during the time be- 
tween the date of this contract and 
January 1, 1909, the sum of two hund- 
red thousand ($200,000.00) dollars. 

SEVENTH: The company shall no- 
tify the parties of the second part on 
or before the 15th of each calendar 
month the amount approximately of 
money which the company shall loan 
in the State of Kansas during the suc- 
ceeding calendar months. 

EIGHTH: It is further agreed that 
the party of the second part shall 
from time to time furnish to the com- 
pany, a good sufficient bond, condition- 
ed to protect the company against the 
loss of any funds which by virtue of 
this contract that may come into the 
hands of the parties of the second 
part or their assigns. 

NINTH: As a part consideration of 
this contract, the parties of the second 
part shall pay to the company, on or 
before the first day of June, 1908, the 
sum of ten thousand ($10,000.00) dol- 
lars, and on or before the first day 
of December, 1908, the further sum of 
ten thousand ($10,000.00) dollars, said 
payments to be evidenced by promis- 
sory notes, the execution and delivery 
whereof, by the parties of the second 
part to the company is by said com- 
pany hereby acknowledged, and as a 
further consideration of this contract, 
the parties of the second part, agree 
to pay to the company the sum of five 
thousand ($5,000.00) dollars for each 
and every aggregate sum of one hund- 
red thousand ($100,000.00) dollars fur- 
nished by the company to the parties 
of the second part for the purpose of 
making loans or the purchase of bonds 
in the State of Kansas until a total 
sum of fifty thousand ($50,000.00) dol- 
lars shll be paid by the parties of the 
second part or their assigns to the 
company under this contract. 

TENTH: This contract shall con- 
tinue and be in force between the 
parties hereto and their assigns so 
long as the parties of the second part 
shall hold and own an interest in the 
company of not less than twenty 
shares of its capital stock; and during 
the existence thereof, each one of the 
parties of the second part may assign 
his interest in this contract to the 
other party of the second part upon 
the approval thereof by the company, 
and it is further provided, that the 
parties of the second part may to- 
gether, with the approval of the com- 
pany, assign their interest in this con- 
tract to a corporation hereafter to be 
formed by the parties of the second 
part. 

In witness whereof, the parties here- 
to have hereunto subscribed their 
names on this 28th day of April, 1908, 





in triplicate originals. 
The GREAT WESTERN LIFE IN.- 
SURANCE COMPANY. 
Party of the first part. 
D. J. HANNA, 
E. H. LUPTON, 
Parties of the second part. 
This contract shall not go into effect 
until approved by the president of the 
Great Western Life Insurance Company. 
O. L. VAN LANINGHAM, 
Approved; President. 
NO. 1. 
Kansas City, Mo., April 28, 1908. 
$2,500 
On or before June 1, 1908, after date, 
for value received, we promise to pay 
to the Great Western Life Insurance 
Company or order, two thousand five 
DD -nteeennesooeee 0-100 dollars, at 
Commerce Trust Company of Kansas 
City, Mo., with interest after maturity 
at 8 per cent. per annum, until paid and 
if not so paid compounded. 
E. H. LUPTON, 
D. J. HANNA, 


No. 1, 
Date, June 1, 1908. 
NO. 2. 
Kansas City, Mo., April 28, 1908, 
$10,000 


On or before December 1, 1908, after 
date, for value received, we promise to 
pay to the Great Western Life Insurance 
Company or order, ten thousand........ 
‘aceon 0-100 dollars, at Commerce Trust 
Company of Kansas City, Mo., with in- 
terest after maturity at 8 per cent. per 
annum, until paid and if not so paid 
compounded. 

D. J. HANNA, 
E. H. LUPTON, 
No. 2. 
Date, December 1, 1908. 
EXHIBIT ‘‘C,”’ 
in the Matter of Examination of the 

Great Western Life Insurance Com- 

pany by J. A. McVoy, Examiner. 

Testimony taken before J. A. MeVoy, 
examiner of the Insurance Department 
of the State of Missouri, at the office 
of the Great Western Life Insurance 
Company, in the R. A. Long Building, 
Kansas City, Mo., on May 28, 1908. 

Examination by J. A. McVoy. 

L. N. Paquin, having been first duly 
sworn by Mr.- McVoy, testified as fol- 
iows: 

Examination by Mr. McVoy. 

{ hand you voucher, number 1373 of 
the Great Western Life Insurance Com- 
pany on the National Bank of Commerce 
of Kansas City, Missouri, dated August 
14, 1907, for $1,800.00 reciting that it is 
for salaries from April to November, and 
will ask you if the signature appearing 
immediately above the word ‘“‘payee’’ up- 
on the face of the voucher or check is 
yours, and whether or not it was signed 


by you? 

Mr. Paquin: It is not. 

Mr. McVoy: That appears to be your 
name, L. N. Paquin? 

Mr. Paquin: That is my name. 

Mr. McVoy: Did you sign it? 

Mr. Paquin: I did not. 

Mr. McVoy: Was that voucher pre- 


sented to you for your signature? 
Mr. Paquin: It was not. 
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Mr. McVoy: Did some one else sign R. E. Jenkins, having been first duly | should be instituted at once to close up 
your name to it? sworn by Mr. McVoy, testified as fol-/| the affairs of the company by order of 
Mr. Paquin: Evidently. lows: the courts. 
Mr. McVoy: Were you in the city, Examination by Mr. McVoy. The direct interest of the policyholders 
Mr. Paquin, at the time this was dated? Mr. McVoy: You name is R._ E.| is still protected by the securities which 
Mr. Paquin: No, I was not. Jenkins? I hold for that purpose and if these were 
E. L. Biersmith, having been first duly Mr. Jenkins: Yes, sir. the only obligations of the company a 
sworn by Mr. McVoy testified as fol- Mr. McVoy: I hand you a voucher or/| reinsurance contract with some company 


lows: 
Examination by Mr. 

Mr. McVoy: 
name. 

Mr. Biersmith: E. L. Biersmith. 

Mr. McVoy: Mr. Biersmith, I hand 
you a check or voucher number 1376 of 
the Great Western Life Insurance Com- 
pany upon the National Bank of Com- 
merce, Kansas City, Mo., dated August 
14, 1907, $1,800.00, reciting that it is for 
salaries from April to November and will 
ask you if the signature appearing im- 
mediately above the word ‘“‘payee,’’ on 
the face of the voucher or check is your 
signature? 

Mr. Biersmith: It is not my signature. 

Mr. McVoy: Were you in the city at 
the time of the date of this voucher, 
August 14, 1907? 

Mr. Biersmith: I think not. 

Mr. McVoy: Did you _ receive 
money upon this voucher? 

Mr. Biersmith: I did not. 

Mr. McVoy: Did you sign your name 
where it appears here, E. L. Biersmith, 
above the word ‘“‘payee?”’ 

Mr. Biersmith: I did not. 

Mr. McVoy: Have you ever signed 
that voucher either upon the face or the 
back ? 

Mr. Biersmith: I never have. 

Mr. McVoy: Did you _ receive 
money upon this voucher? 

Mr. Biersmith: I did not. 

G. R. Rhodes, having been first duly 
sworn by Mr. McVoy, testified as fol- 
lows: 

Examination by Mr. McVoy. 
Mr. McVoy: Your name is G. R. 


McVoy. 
You may state your 


the 


the 


Rhodes ? 

Mr. Rhodes: Yes sir. 

Mr. McVoy: Mr. Rhodes, I hand you 
voucher number 1372, issued by the 


Great Western Life Insurance Company 
of Kansas City, Mo., upon the National 
Bank of Commerce of Kansas City, Mo., 
payable to your order, dated, August 14, 
1907, for $1,800.00, reciting that it is for 
salary from April to November, and will 
ask you if your signature in your hand- 
writing appears upon the face of the 

immediately in front 


Mr. Rhodes: 

Mr. McVoy: 

Mr. Rhodes: Yes, sir. 

Mr. McVoy: Did you_ receive 
money, Mr. Rhodes, upon that? 

Mr. Rhodes: I did not. 

Mr. McVoy: What was done with this 
voucher after you signed it, Mr. Rhodes? 


It is; yes, sir. 
It is your signature? 


the 


Mr. Rhodes: Given to O. L. Van 
Laningham. 
Mr. McVoy: It was sent to you for 


your signature and you signed it and 
returned it? 


Mr. Rhodes: He brought it to me 
personally. 

Mr. McVoy: Took it away with him? 

Mr. Rhodes: Yes, sir. 





check number 1377 of the Great Western 
Life Insurance Company drawn to your 
order upon the National Bank of Com- 
merce, Kansas City, Mo., for $1,000.00, 
dated August 14, 1907, and reciting that 
it is for balance of salary from April to 
August, and I will ask you if your 
signature in your own handwriting ap- 
pears immediately before the word 
‘“payee,’’ near the bottom of the front 
of the check or voucher? 

Mr. Jenkins: Yes, that is my signa- 


ture, 
Mr. McVoy: You wrote jt yourself? 
Mr. Jenkins: Yes, 
Mr. McVoy: Did you receive’ the 


money On this voucher, Mr. Jenkins? 
Mr. Jenkins: Well, this voucher is 
a receipt for it. 
Mr. McVoy: Did you receive the money 


on this voucher? , 
Mr. Jenkins: The cash? 
Mr. McVoy: Yes. 
Mr. Jenkins: No, I never got it. 
Mr. McVoy: What did you do with 


the voucher after it was signed by you, 
after you signed the receipt there be- 
fore the word “payee?’’ 

Mr. Jenkins: I believe I turned it over 
to one of the officers of the company. 

Mr. McVoy: Which one? 

Mr. Jenkins: I am under the impres- 
sion, Mr. Van Laningham; I am not real 
sure about that. 

J. E. Smith, having been first duly 
sworn by Mr. McVoy, testified as fol- 
lows: 

Examination by Mr. McVoy. 


Mr. McVoy: You may state your 
name. 

Mr. Smith: J. E. Smith. 

Mr. McVoy: I hand you a voucher, 


number 1374 of the Great Western Life 
Insurance Company upon the National 
Bank of Commerce of Kansas City, Mo., 
dated, August 14, 1907, for $1,800.00, re- 
citing that it is for the salary from April 
to November and will ask you if the 
signature appearing immediately before 
the word ‘“‘payee,’’ upon the face of the 
voucher or check is your signature? 

Mr. Smith: No. 

Mr. McVoy: Were you in the city at 


the date of this voucher, August 14, 
1907? 

Mr. Smith: No. 

Mr. McVoy: Did you receive’ the 


money on this voucher? 
Mr. Smith: No, sir. 
INSURANCE DEPARTMENT, 
STATE OF MISSOURI, 
City of Jefferson, June 24, 1908. 
Hon. Herbert S. Hadley, 
Attorney General, Jefferson City, Mo.: 
Dear Sir—The affairs of the Great 
Western Life Insurance Company seem 
to be in no better condition and I am 
more than ever convinced that the com- 
pany is hopelessly insolvent. 
I, therefore, feel it my duty to advise 
yeu that in my judgment proceedings 





of good standing might be effected and 
the troublesome process of a receiver- 
ship in this way avoided. But the com- 
pany also has obligations for $97,000.00 
worth of stock that has been sold with- 
out proper authority and the so-called 
annuity certificates outstanding, which 
are now valued at $228,000.00, besides a 
number of smaller liabilities including 
more than $50,000.00 of death claims un- 
paid. Therefore, if the funds now on 
hand were used for the reinsurance of 
outstanding policies without providing 
for all of the other obligations there 
would still be serious legal difficulties 
likely to arise. Therefore, I know of no. 
way of proceeding safely except by the 
method provided in the statute, which 
seems to be the appointment of a re- 
ceiver and then an advertisement for 
bids for reinsurance of outstanding 
policy contracts. 

For your further information, I enclose 
herewith copy of letter forwarded to the 
company on yesterday. 

Very respectfully, 
W. D. VANDIVER, 
Superintendent. 





ILLINOIS LIFE INSURANCE COM- 
PANY, CHICAGO, ILL. 

In our June issue, we quoted a long ar- 
ticle regarding the Central Life Securi- 
ties Company printed in the ‘Chicago 
Tribune’ of June 17, 1908. In the right 
hand column of page 148 of our June 
issue in the article quoted, the following 
statement is made: “It was represented 
to the complainants that the stock of 
the latter companies was to be held by 
the parent company and that the money 
derived from the sale of treasury stock 
of the parent company was to be used in 
promotion of the Illinois Life Insurance 
Company, which was to write life insur- 
ance policies,’’ 

We regret very much that we did not 
notice this serious error on the part of 
the ‘“‘Tribune”’ before printing the article 
in question. The company referred to 
was the Republic Life, promoted by the 
Rhodus Brothers, with which the Illinois 
Life Insurance Company had and has 
nothing whatever to do. The latter is a 
reputable and substantial institution, a 
full report upon which was printed in our 
1907 volume, pages 155 to 159 inclusive, 
and additional information about it was 
printed in our issue of March, 1908, page 
103. 





PEORIA LIFE INSURANCE COMPANY, 
PEORIA, ILL. 

In our February issue, page 83, we 
printed a brief preliminary report upon 
this company. 

It began business as a legal reserve 
company February 17, 1908, it having been 
incorporated under the Illinois law Feb- 
ruary 15, 1908. It has $100,000 paid-in 
capital which it informs us has been 
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invested in Illinois farm loans and first 
class stocks and bonds, together with $5,- 
000 loaned upon good collateral. The 
company took over on February 17, 1908, 
all the business, amounting to about $3,- 
000,000, of the Peoria Life Association, an 
assessment institution which had been 
operating in Illinois for five years. It 
reserves upon the American 3% per 
cent. basis, except on some of the old 
business which was written on the 4 per 
cent. basis. It issues both participating 
and non-participating policies, and is li- 
censed only in Illinois, but contemplates 
entering other states within a _ short 


time. The company has substantial local 
backing, though a comparatively small 
institution. 


The officers are: President, E. J. Case; 
vice-president and general manager, G. 
W. VanFleet; second vice-president, Em- 
met C. May; secretary, Warren Sutliff; 
treasurer, George C. Clark; assistant 
treasurer, Edward N. Woodruff; medical 
director, George W. Parker, M. D.; as- 
sociate medical director, Jacob P. Gahm, 
M. D.; general counsel, Wolfenbarger & 
May; superintendent of agencies, R. A. 
Schriever. 

The directors are: Case, E. J.; Clark, 
George C.; Dwyer, W. H.; Hungate, John 
H.; May, Emmet C.; Paisley, Joseph R.; 
Sutliff, Warren; VanFleet, G. W.; Wood- 
ruff, Edward, N. 





POSTAL LIFE INSURANCE COMPANY, 
NEW YORK, N. Y. 

In view of the fact that a contract has 
been made between this company and the 
receivers of the Mutual Reserve Life In- 
surance Company providing for the rein- 
surance by this company of individual 
members of the Mutual Reserve, upon 
certain specified terms, the affairs of the 
Postal Life become of considerable in- 
terest. We, therefore, print below in full 
the company’s statement of assets, lia- 
bilities, income and disbursements filed 
as of December 31, 1907: 

Assets, December 31, 1907. 
Bonds owned (book value) ...$100,250.00 








Pe GEE cccccnccctesces 583.33 
Loans on policies within their 
PE Wh adda tdeben eee 484.38 
Cash in banks and trust com- 
panies on interest .......... 40,974.23 
Interest accrued ....ccccccccses 670.72 
Cash in office, $153.98 and 
banks, $1,316.91 not on inter- 
DD: pabbenbeesse obs no beeeseoes 1,470.89 
Net premiums: 
Deferred, $14,290.00; loading 
$2,323.13; less net in excess of 
PETG, BeOS sccccscecses 10,966.41 
Furniture and fixtures ........ 5,000.00 
EE eer $160,399.96 
Deduct book value of bonds 
exceeding market value ..... 5,250.00 
Total admitted assets ..... $155,149.96 
Liabilities, December 31, 1907. 
Di TE -cuserecaseceokecewses $32,229.00 
Premiums paid in advance 312.82 
Unearned interest and _ rents 
paid in advance ............. 22.18 
Capital stock paid up ......... 100,000.00 
Sn EEE Gcescescococcce 22,585.96 








vebcnesbesonbedssoonse $155,149.96 
Income During 1907. 
Gross premiums, less reinsurance: 

Piet VORP .ccccccses $7,703.52 








ENS  wese cucsoen $22,330.16 $30,033.68 
Interest: 

On premium notes, 

policy loansorliens.. $24.22 

On bank balances 470.46 

Ee WD aca ensscudic 3,500.00 3,994.68 

Wee BD cccccccececess $34,028.36 
Disbursements During 1907. 

Pe GED ‘ee cavseenéescoses $2,000.00 
Cash surrender values ........ 114.59 
Dividends or interst to stock- 

Dn coud cou can thebeweeteses 5,000.00 
Insurance taxes, licenses and 

department fees .......seece0% 142.60 
Furniture and fixtures ........ 1,339.93 
Premium refunded ............ 39.90 
PE, GURIOSTIEM scccccdvcocseces 26.61 
Pursuant to auxiliary contract, 8,612.93 

Total disbursements ....... $17,276.56 
The arrangement between the two 


companies may be summarized as follows: 

On June 1, 1908, this company en- 
tered into an agreement with the re- 
ceivers of the Mutual Reserve Life Insur- 
ance Company providing for the reinsur- 
ance by the Postal Life of legal reserve 
policies issued by the Mutual Reserve 
subsequent to April 17, 1902. This is not 
a reinsurance in bulk of the outstanding 
legal reserve policies of the Mutual Re- 
serve Life, but, on the contrary, pro- 
vides only for the reinsurance of individ- 
ual policies by the Postal Life. The en- 
tire plan is reviewed in detail in Best’s 
Life Insurance News for June 30, 1908, 
page 147, in an article headed ‘‘Mutual 
Reserve Life Insurance Company.”’ Pol- 
icyholders of the Mutual Reserve desiring 
to take advantage of the contract with 
the Postal Life must have applied to the 
latter directly on or before July 30, 1908, 
for the issuance of a policy, and must 
furnish a certificate of health and assign 
to the Postal Life the interest of the pol- 
icyholder in the funds now held by the re- 
ceivers of the Mutual Reserve. Two liens 
are to be charged against the policies is- 
sued by the Postal Life in some instances, 
and one lien in others. When both liens 
are charged, one is to equal the amount 
of the reserve which should then be on 
hand for the protection of the Mutual 
Reserve policy; and the second lien is to 
provide for excessive mortality where the 
member of the Mutual Reserve does not 
pass a new examination. If the policyhold- 
er signs a certificate that he is in good 
health, or, if required, passes a medical 
examination, only the reserve lien will be 
charged against the policy; otherwise, 
both liens will be charged. 

We consider the proposition of the 
Postal Life fair and equitable. It is a 
small company, but has reputable backing 
and competent actuarial advice. 





PROVIDENT ANNUITY LIFE ASSO- 
CIATION OF ILLINOIS, CHICAGO, 
ILL. 

This Association was incorporated un- 
der the assessment laws of Illinois, Octo- 
ber 9, 1907, and began business the same 
date. Its home office was formerely lo- 





cated at Bloomington, lil. The following 
figures, showing its condition as of De- 
cember 31, 1907, were furnished by the 
Illinois Insurance Department: 

Income.—Received from members, $13,- 
612; other receipts, $3,000; total income, 
$16,612. 

Disbursements.—Amount paid to mem- 
bers, $100; expenses, $9,694; total dis- 
bursements, $9,794. 

The total admitted assets at the end of 
1907 were $6,957; and the total liabilities 
were $4,242, of which $2,384 represented 
losses and claims unpaid, including those 
unadjusted and resisted. 

The amount of insurance written dur- 
ing 1907 was $2,842,000; amount termin- 
ated, $62,000; in force December 31, 1907, 
$2,780,000. 

The officers are: President, A. E. De- 
Mange; vice-president and general man- 
ager, John E. Finney; secretary, B. F. 
Harber; treasurer, B. 8S. Green; medical 
director, Robert A. Noble. 

The trustees are: Agle, Charles F. J.: 
Beich, Paul F.; Condon, John J.; Dooley, 
Raymond D.; Funk, Frank H.; Green, 
Marshall J.; Harber, John H.; Hobilt, Ed- 
ward M.; Lee, Frank H.; Marquis, C. C.; 
Moore, Wm. D.; Pitts, John J.; Rossney, 
William E.; Stautz, W. A.; Templeton, 
J. D.; Willson, J. O. 

Some time ago application was made 
by the widow of a deceased member for 
the appointment of aé_ée receiver for 
the association, but no action 
was ever taken in the matter. (See 
article on page 151 of our June issue). 
The company stated that the action did 
not in any way affect its business, and 
advises us that up to June 20, 1908, it 
had written about $5,000,000 of insurance 
since October 10, 1907. It appears to be 
doing a very large business, and the 
sample policy form which it sent us pro- 
vides for a stipulated dividend, in the 
form of additions, which is to be paid, 
with the amount insured, in the event of 
death during the premium paying period. 
Provision is also made for a further divi- 
dend which is explained below. Death 
claims are payable in installments of 
$50.00 a month on a $2,000 certificate. 
The following comments are upon its 
regular $2,000 certificate form, which costs 
$37.74 annually at age 25: 

The policy is* issued in consideration of 
the statements, warranties and agree- 
ments by the assured in his application, 
all of which are made a part of the con- 
tract. 
application are deemed warranties. No 
policy shall take effect until it is issued 
and delivered to the insured while he is 
in good health, and premium paid to the 
Association during his lifetime. No suit 
shall be brought against the Association 
after the lapse of one year from the time 
the cause of action accrues. Service in 
the army or navy in time of war invali- 
dates the insurance, unless permit has 
been obtained and an extra premium paid, 
on notification. Failure to pay any pre- 
mium or obligation given the Association 
therefor, when due, renders the policy 
void, except as otherwise provided there- 
in. Proofs of death must be furnished 
not less than two months before any 
suit is commenced under the _ policy. 





All statements contained in the ®. 
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Forms must comply with those In use by | premium only, or, if after the twentieth 


the Association at the time of death of 
the insured. 


the right to levy extra assessments when 
necessary: 

“Notwithstanding the high voluntary 
standard adopted in the Reserve Fund 
Clause, the laws, under which this As- 
sociation is incorporated, compel the As- 
sociation to reserve the right, should an 
emergency arise through an extraordinary 
epidemic or otherwise, whereby the ex- 
penditures of the Association for mortu- 
ary purposes shall exceed the current mor- 
tality provisions assumed by the above 
table of mortality, to charge for mortality 
purposes only an additional premium 


while this policy or any extension or 
paid-up insurance value thereof, is in 
force.”’ 


The Association claims to maintain “a 
standard reserve fund,’’ and states in its 
policy that premiums and values are 
based upon the American Table and 3% 
per cent. interest. Extended insurance 
under the policy is automatic, and paid- 
up insurance is provided for upon the 
third or any subsequent anniversary date, 
or within thirty days thereafter. Cash 
loans are granted upon the second or any 
subsequent anniversary, or within thirty 
days thereafter, the policy then being in 
force and all premiums, including cur- 
rent year’s premium, having been fully 
paid. This means that if a loan is de- 
sired for the end of any given year, the 
full premium for the succeeding year 


must be paid. Loans are sub- 
ject to the association’s loan agree- 
ment. Cash surrender values’ are 


granted upon the third or any subse- 
quent anniversary date, provided thirty 
day’s notice be given prior thereto, and 
provided further that all premiums be 
paid to date of surrender, “for an amount 
equal to the actual loan value obtainable 
on the anniversary date previous to the 
anniversary date of surrender, subject to 
the conditions therefor hereinafter pro- 
vided. 

“The benefits of extension of insurance, 
paid-up insurance, cash loans and cash 
surrender values and dividends are ob- 
tainable only when the funds of the As- 
sociation are in excess of the amount re- 
quired to be accumulated by law, pro- 
vided that there shall be applied for the 
said values, other than dividends, the as- 
sured’s pro rata share of such excess, on 

basis; but not to exceed the 


, the same 
4 Datues given in the table of maximum 


} 
7 





values.” 
Special Death Benefits. 

If a policy is in force by payment of 
premiums, and death occurs in the third 
or any subsequent year, the total death 
benefit payable as provided will be 
increased each year, as per. table 
attached to the policy. The amount 
of addition will be paid to the 
beneficiary in one cash sum, at the 
time of the payment of the first install- 
ment of the regular death benefit. 

Special Dividends. 

At the end of the third year, and each 
year thereafter, provided the policy is 
kept in force, a dividend will be allowed 
for the reduction of the following year’s 





year, for application toward the special 


death benefit only. The amount of divi- 
The following clause gives the Society | 





dend is apportioned, being the equitable 
share of the savings from mortality and 
lapses and other surplus earnings accru- 
ing under the special death benefit fea- 
ture; ‘“‘for which feature shall be applied 
the sum of $3.00, out of each annual pre- 
mium for $2,000 of insurance of this class, 
and proportionately for parts thereof.’’ 

The Association promises to pay thirty 
days after satisfactory proof has been re- 
ceived of the death of the assured, the 
sum of $2,000, in installments of $50.00 
each, the first installment being paid in 
cash within thirty days after the receipt 
by the Association of satisfactory proof 
of death; the remaining thirty-nine in- 
stallments are paid the first day of each 
month. 





REPUBLIC LIFE INSURANCE COM- 
PANY, CHICAGO, ILL. 
Elsewhere in this issue will be found 
an important article regarding the Cen- 
tral Life Securities Company, which pro- 
moted the above company. This article 
contains the latest information which 
we have received regarding the affairs of 
the Rhodus brothers, and the numerous 
enterprises with which they were con- 

nected. 

The Republic Life has never done any 
business to speak of, and it is very likely 
that those who took out policies with the 
company, will have to sacrifice what they 
paid in, unless arrangement is made for 
some established company to take over 
the business. 





STATE MUTUAL LIFE INSURANCE 
COMPANY, ROME, GA. 

In our issue of May 30, 1908, we re- 
ferred to the fact that a very searching 
investigation of this company had been 
completed by S. Herbert Wolfe of this 
city, consulting actuary, and a full re- 
port filed with the Georgia Insurance 
Department. A copy of this report 
having been furnished to the com- 
vany, it objected to certain features of it, 
and as a consequence, the Georgia De- 
partment had a second investigation made 
by H. W. Buttolph, consulting actuary 
of Indianapolis, Indiana. The Wolfe re- 
port was not placed on file for some time, 
but the Buttolph report was at once made 
public. We have now obtained the full 
text of the Wolfe report, however, and 
print it below. Because of the repre- 
hensible practices in which this com- 
pany has indulged in connection with its 
field work, and because of its general 
business methods, its affairs are of par- 
ticular interest. 

The report printed below shows its 
final form. Certain amendments were 
made to the original report, but these are 
all embodied in the copy we have ob- 
tained. The report requires no review. 
It discloses an unusual state of affairs 
and should be studied with care by any- 
one interested in the affairs of the com- 
pany, particularly by the officers of the 
company themselves. We do not print 
the Buttolph report because the Wolfe re- 
port is clearly much more complete, and 
because there is little difference in those 
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portions of the two reports dealing with 
the financial condition and transactions 
of the company. 





Text of the Wolfe Report. 

The State Mutual Life Insurance Com- 
pany of Rome, Georgia, was examined for 
your department early in 1906, and you 
are respectfully referred to that report 
for a statement of the early history of 
the company. 

Annual Statement, December 31, 1907. 

In order to properly show the transac- 
tions of the company it has been neces- 
sary to prepare a statement of the in- 
come and disbursements. This amended 
statement is necessary as the company in 
its official reports deducted from certain 
items of disbursements the moneys which 
had been received from the Co-operative 
Agency Company and from the sale of 
Guaranteed Income Certificates. While the 
balance in this way was correctly stated, 
it will be apparent to you, of course, that 
the individual items do not properly show 
the transactions for the year. 

Ledger assets, Dec. 31, 1906..$581,360.47 


income. 
First year’s pre- 
miums paid _ in 
ES $893,296.99 
First year’s pre- 
miums advanced 
by Co-operative 
Agency Co. ..... 270,209.17 
Renewal prem’s ... 476,990.15 





Total premium income... .$1,640,496.31 





Interest on mortgage loans.. 15,244.92 
Interest on bonds ............ 4,657.50 
Interest on premium notes, 

Sey SO: Bie wade cance 16,849.32 
Interest on other debts due 

Se GU 60.600. ctadesends 3,466.21 
Gross rent from company’s 

Es cctecscasubaa Sie 1,600.00 
Amount received from Co-op- 

erative Agency Company 

and Guaranteed Income Cer- 

SED --ctcendustesdeceseadue 181,639.84 

Wee ho HeRbhineccudncderEne $2,445,314.57 
Disbursements. 
Net amount paid for losses.. $153,584.18 
Premium notes voided by 

DN cess ebentaetdabbsmaunids 694.10 
Surrender values paid in cash, 11,050.82 
Surrender values applied _ to 

pay new and renewal pre- 

WEN... wa tiwedisvadssiancecss 18,100.32 
Surrender values applied to 

purchase paid up insurance 

Se: GE v0 0 cbddesedewe 341.36 
Dividends applied to pay re- 

newal premiums ........... 74,860.63 
Dividends applied to purchase 

paid up additions and annui- 

COO: ws Satndienden asauiegen esas 119.47 
Interest paid on special in- 

come bearing certificate at 

rate of 8 per cent. per an- 

WUE bbc ccccsaneedetedsné ces 11,000.00 
First year’s commissions ..... 727,111.98 
Renewal commissions ........ 38,647.15 
Salaries and allowances for 

ED 20 kdvcescesennmibas 12,944.63 . 
Agency supervision, travelling, 

Oia ccicccewsdscnuven cess 17,807.02 
Medical examiner’s fees ..... 55,942.49 
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Salaries and all other com- 
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pensation of officers, direc- 

tors and home office employes, 43,270.93 
De. cecéhach th evdoéuwiees tabee 4,126.01 
Travelling, printing, postage, 

telegram, telephone and ex- 

DR cbs cn teSeusvdsediocncd se 33,436.17 | 
Legal expenses ..........+-06: 8,432.72 
Furniture and fixtures ...... 2,578.91 
Insurance Department taxes, 

licenses and fees .......... 21,009.44 
Paid out for reinsurance ..... 3,848.47 
Miscellaneous expenses ...... 29,801.77 

Total disbursements...... $1, 268,690.57 





Balance 
Ledger Assets. 

Book value of real 
estate 
Mortgage loans on 
real estate 


$25,649.00 


281,341.82 


Loans to policy- 

nS chawadced 493,443.47 
Premium notes ... 433.39 
Book value of 

PS  ausdvcocace 122,042.14 
Cash in the com- 

pany’s office 5,424.51 
Deposited in trust 

companies and 

ee 101,079.14 
Bills receivable 56,365.34 
Agents: balances .. 24,574.21 
Outstanding notes 

on new busi- 

er 66,266.08 


powsorecccsees $1,176,624.0C 





Total ledger assets 
Non-Ledger Assets. 
accrued on mort- 


Interest 
gages 
Interest accrued on bonds.... 
Interest due on bills receivable 
Gross due and un- 
reported renewal 
premiums 
Gross deferred 
newal prem’s 


$162,541.59 


23,649.29 


pooese $1,176,624.00 





Total 
Deduct loading, 


$186,190.88 
27,996.70 





Net uncollected and defer- 
red premiums 


$246.00 
2,140.00 
847.24 


158,194.18 





Gross Assets 


sodbvaceu $1,338,051.42 
Deduct Assets Not Admitted. 








Agents’ debit bal- 
tt .cestenune® $15,000.00 
Bills receivable 56,365.34 
Premium notes and 
loans on policies 
in excess of the 
a 3,753.44 
Book value of 
bonds over mar- 
ket value ....... 620.00 
SEES wecudewsascctecssece > 75,738.78 
Total admitted assets ....$1,262,312.64 


Liabilities. 
Net present of all 
outstanding poli- 
cies on Dec. 31, 
1907, computed by 
the American Ex- 
perience Table of 





Mortality with 

interest at 3 

and She per 

OES - ccteve cnsees $1,159,400.00 
Contractual re- 

serve on annuity 

policies 
Health and acci- 

dent reserve..... 


31,298.30 


372.50 





wdeveseddescccedcoddd $1,191,070.80 
in solvent 


Total 
Less reinsurance 


companies 793.00 


ee ee ee eeeeeneeeeene 





pOésesbee etecesaie $1,190,277.80 
death 
and 


Net reserve 
Claims for 
losses due 


unpaid 13,500.00 


Claims for death 
losses in process 
of adjustment... 

Claims for death 
losses for which 
no proofs have 
been received.... 

Claims for death 
losses resisted, by 
company 


5,000.00 


5,000.00 





$24,500.00 
265.97 


Total policy claims 
Premiums paid in advance .. 
Unearned interest on policy 

loans paid in advance...... 
Unearned interest on mort- 
gages 
Accrued bills 
State, county, municipal taxes 
due or accrued 
Annual dividends due when re- 
newal premiums are paid .. 
Unassigned funds (surplus) 


4,754.25 


8,180.51 
4,705.39 


1,000.00 


9,241.48 
19,387.24 





Total liabilities .......... $1,262,312.64 
Preliminary Remarks. 

Before proceeding to an analysis of the 
foregoing statement it is proper that 
certain aspects of the management of the 
company should be placed before y~ . 

It will be realized that this company 
started business as an assessment or- 
ganization, the State Mutual Life and 
Annuity Association. In 1905 it was de- 
cided to reincorporate the Association 
and to operate it thereafter on the legal 
reserve basis. The certificates issued 
while the company was an assessment or- 
ganization provided that upon the death 
of a member, an annuity should be paid 
to his widow until her death or her re- 
marriage, or to the children of the de- 
ceased until they attained their ma- 
jority. The assessments charged for 
these certificates were inadequate, and 
your attention is respectfully directed to 
that portion of my previous report dealing 
with these certificates as follows: 

“The assessments paid by the pol- 
icyholders on the old contracts are 
totally inadequate, and the contract 
reserve as above computed will be 
insufficient to meet the total amount 
of claims in the future. Under the 
circumstances, however, your exam- 
iner felt that the company could not 
properly be charged with anything 
more than the contract reserve, and 
that the statutes of your State did not 
contemplate the maintenance of the 
regular ‘egal reserve upon these as- 
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sessment contracts. The officers of 
the company state that they are grad- 
ually changing these assessment con- 
tracts to ones upon the legal reserve 
basis, and this action meets with the 
hearty approval of your examiner, ag 
the assessment policyholder must 
either change his form or submit in 
the future to the additional assess- 
ments which will be necessary to ma- 
ture the contracts.’’ 

At the time that the above was writ- 
ten the contractual reserve upon these 
certificates amounted to $94,575.21. On 
December 3lst, 1907, the amount appli- 
cable for the reserve upon these old con- 
traets had been reduced to $31,298.30. As 
the company was called upon to pay $27,- 
098.49 during 1907 to these annuitants, it 
requires no prophet to foresee that this 
reserve fund will be exhausted in the 
very near future, and some provision must 
be made for the carrying out of these 
contracts. 

At the time the reincorporation of the 
company took place, the assessment as- 
sociation had approximately a surplus of 
$121,000. Part of this was used to pur- 
chase bonds, which were deposited in ac- 
cordance with the requirements of your 
laws. At the same time the sum of $121,- 
000 was paid to Messrs. C. R. Porter and 
P. D. Phillips, not in cash but in the 
form of a Guaranteed Income Certificate. 
This payment was made to (using the 
words of Mr. Porter in his sworn ex- 
amination) ‘“‘reimburse us for advanced 
money we had put into the assessment 
company and the profit we had made out 
of the assessment company.’’ This cer- 
tificate for $121,000 did not bear the cur- 
rent serial number in the certificate book, 
but certificate No. 117 was turned over to 
them, they preferring for some reason 
that number. In other words, the cer- 
tificate book contained a number of cer- 
tificates which were unissued and which 
bore a lower number than did the one 
which was turned over to Messrs. Porter 
and Phillips. This certificate has re- 
mained in the possession of the company, 
and from time to time portions of it 
have been sold, the proceeds being turned 
over to Messrs. Porter and Phillips. Of 
the $121,000, the amount of the original 
certificate, certificates amounting to $69,- 
700 have been sold, leaving $51,300 still 
credited on account of the original cer- 
tificate. On the unsold portion no divi- 
dends have been paid by the company. 

Guaranteed Income Certificates. 








The company devised a method for oa” ¢) 


taining funds to be used in the prosecu- 
tion of its business without maintaining 
a liability for the repaying of such evi- 
dence of indebtedness. These Guaran- 
teed Income Certificates have upon their 
face the following: 
“Incorporated under the laws of the 
State of Georgia 
“Certificate $100 each. 
“Certificate No...--- 
“STATE MUTUAL LIFE _  INSUR- 
ANCE COMPANY, OF ROME, 
GEORGIA. 

“This certifies that........-+++ eee 
is the owner of.......... certificates of 
the State Mutual Life Insurance Com- 
pany, of Rome, Georgia, in considera- 
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tion whereof the holder of this cer opinion that these Guaranteed Income pany being made to your department, 


tificate is entitled to receive out of Certificates being in the nature of 
the expense fund of said company a capital stock, should not be carried as 
dividend of not less than five per cent. | a liability in determining the sol- 


per annum upon said amount, to be) vency of the institution.’ 
paid semi-annually on the 13th day of | In a conversation with you in the pres- 


' 
i 


July and January in each year here-| ence of Mr. Porter the statement was 


after. Any greater dividend than five made by you that it was distinctly un- 


clared by the Board of Directors of | ing these certificates as a liability of the 


as is shown by the fact that on June 
6th, 1906, a $3,000 certificate was sold 
to M. E. Fitch, and on June 9th a $1,000 
certificate was sold to J. C. Williams. 
These certificates being part of No. 117, 
the proceeds of the sale would naturally 


have gone to Messrs. Porter and Phil- 
per cent. shall be paid only as de- | derstood that the reason for not charg-— 


said company out of said fund. And | company, was that they were to provide | 


all claims of the holder hereof shall for no repayment of the principal sum 


be inferior to the claims of policy- | during the active existence of the com- | 
holders as against the funds of said pany. It requires no extended thought 
company. Upon winding up of said to realize that every reason exists for | 
company, after the payment of all | the certificate not being redeemed during 


claims due policyholders, the holder | the existence of the company, and after 


of this certificate shall be entitled to | careful consideration I am unable to find 


receive his pro rata share of the as- any warrant for the action of the officers 


sets of said company. This certifi- in having paid out the funds of the pol- 
cate is transferable on the books of | icyholders in order that some of the cer- 


said company in person or by attorney | tificates might be cancelled. If the. 


on surrender of same. | phrase “‘and all claims of the holder here- 
‘In witness whereof the duly auth- | of shall be inferior to the claims of the 
orized officers of this company have | policyholders as against the funds of 


hereunto subscribed their names and | said company’’ means anything, it un- 


caused the corporate seal to be here- questionably subordinates the interests 


to affixed at Rome, Georgia, this of the certificate holders to the inter- 


lips. Instead of that, however, the money 
was turned over to the company, and the 
Furniture and Fixtures account wiped 
out. On December 3ist, 1906, before it 
became time to render another state- 
ment to your department the Furniture 
and Fixtures account was charged with 
this amount and credit given to C. R. 
Porter’s account. Mr. Porter’s sworn 
explanation of this transaction concludes 
with the following sentence: “Or in 


other words, I owned $4,000 of furniture 
/and fixtures from June to January and 


Kecseee Gar Gb duwwisoeeccese A.D. 190... | ests of all the policyholders. 
“Attest: But apart from the irregularity in- 
pdnSeedeveecénes ceosewnse volved in the theory of the redemption, | 


‘*President. it becomes my duty to call your attention 

aeectosenwaesdecederce to certain phases of the way in which 
*“Secretary.”’ these certificates have been redeemed. 

It is quite evident from an inspection : In the fall of 1906, Mr. C. R. Porter, the 
of the above that provision is made by | president of the company, and his father. 


sold it back to the company and was 
credited with $4,000 that I put into it.” 
It is needless to point out the impropriety 
of this transaction. 

Another evidence of the incorrectness 
of the annual statement is shown by the 
manner in which the liability resulting 
from $33,500 of borrowed money was re- 
moved from the annual statement as of 
December 3ist, 1906. On that date the 
company apparently owed $33,500 for the 


borrowed money, but on that date the 
liability was removed from the statement 


the company for the payment of certain! J. M. Porter, purchased from H. P.. 


dividends to be derived from the “Ex-}| Meikleham certificates for $10,000, and 
pense Fund’’ of the company, that no | from Mrs. V. A. Grafton certificates for 
provision is made for the repayment of $5,000. For some reason Mr. J. M. Por- 
the principal sum, and in fact, by im-/ter desired to be relieved of his share of 


by selling $23,500 of bills receivable to 
various banks and selling $10,000 of them 
to Mr. C. R. Porter. In this way the 
borrowed money was repaid by the sale 


of non-admitted assets. If this trans- 


plication at least, it is indicated that no/| this transaction, and on January 2nd, ) 


redemption of the certificates can take | 1907, $11,000 of the funds of the company 


place until after the winding up of the| were paid to him. No certificates were. 


company. I have the honor to call your) returned to the company for cancellation 


attention to the following quotation from | at that time, the president having stated 
my previous report: that they were deposited with a bank 





“In the opinion of your examiner, | as collateral for a loan. Notwithstand- 


stock, the company being obligated to holders’ funds have been used to repay 
pay at least five per cent. to these! Mr. J. M. Porter for his purchase, Mr. 
certificate holders out of the ‘expense C. R. Porter has been receiving divi- 


action had been a bona fide one there 
would be no ground for criticism, but the 
books of the company show that on Jan- 
uary 5th, 1907, Mr. Porter returned these 
bills receivable to the company and got 
its check for $10,000, and that during 
the same month the bank or banks also 
returned the bills receivable which had 


been temporarily put in their possession. 
this is in the nature of a guaranteed |ing the fact that $11,000 of the policy- | 


fund.” By the expense fund on legal | dends at the rate of 8 per centum pér an-., 


reserve business I assume that num on the full $15,000, the last pay- 
the loading on policies is meant. The ment having been made to him on Janu- 
officers of the company have submitted ary 15th, 1908, as shown by checks and 
legal opinions which justify me in be- vouchers sent to you by me on March 
lieving that the company has the right | 20th, 1908. Mr. C. R. Porter states that 
to issue certificates of this kind in these amounts were paid to him to re- 
the furtherance of its business pur- imburse him for money paid by him for 
poses, and as all payments made upon discounts at the banks. 


the policyholders and a means by anteed Income Certificates have taken 
which this company was enabled to place, the details of which may be found 
g0 upon a legal reserve basis, I can in the sworn examination of the officers 
see no objection to their issuance ex- | of the company. Since this investiga- 
cept the guaranteeing of dividends tion of the company was concluded it has 
from the loading on policies. | been reported to me that the various 
“The question of including these transactions have been closed with the 
certificates among the liabilities of the result that the company was found to be 
company depends upon the laws of indebted to the president to the extent 
the State. It seems to be the intention _ of $500. A cheque for this amount has 
Of Section 8 of the Act of October 24, been handed to the president, and his 
1887, regulating the business of in- | account on the ledger is therefore closed. 
surance in Georgia, to exclude capi- The correctness of these statements can, 
tal stock from the liabilities which are of course, be ascertained by you. 
Properly chargeable against the com- | 


pany in the determination of its sol- | account has been used for the purpose of 


vency, and I am, therefore, of the, preventing a correct exhibit of the com-— 


| 


In the early part of 1907 a contract 
was entered into between the State Mu- 
tual Life Insurance Company and the 
Co-operative Agency Company, the os- 
tensible purpose of which was to over- 
come the dissatisfaction existing among 
purchasers of the Guaranteed Income 
Certificates, and to furnish means for fi- 
nancing the State Mutual Life. This 
contract will be referred to later in this 
report, but I desire to call to your at- 
tention the fact that since that date 


Guaranteed Income Certificates have been 
a €@ them are an additional protection to Other transactions affecting these Guar- 


This Guaranteed Income Certificate 


issued by the State Mutual Life, and as 
late as the last month of 1907 one of 
$10,000 was issued to the treasurer of 
the company. In this way of course cash 
to that amount was obtained, and no 
corresponding liability of the company 
assumed. It would seem to your exam- 
iner that if the issuance of these certifi- 
cates had proven unsatisfactory, and 
other means for the raising of money 
adopted nearly 4 year previous, no good 
excuse can be advanced for this addi- 
tional issue. 
Co-operative Agency Company. 

On February 28, 1907, the State Mutual 
Life entered into a contract with the 
Co-operative Agency Company whereby 
the latter was appointed the general 
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agent of the former for procuring appli- 
cations, delivering policies, collecting 
first and renewal premiums, and negotiat- 
ing contract with other agents. The full 
compensation to be paid the Agency 
Company was 90 per cent. of the first 
year’s premiums paid to the company, 
and 10 per cent. renewal commission on 
the net cash renewal premiums collected 
after the date of the contract on all poll- 
cies in force during its continuance. It 
was further specified that no renewal 
commission should be paid unless the 
Agency Company during the first 12 
months after the date of the contract 
wrote and paid for $25,000,000 of busi- 
ness; during the second 12 months, $40,- 
000,000; during the third 12 months, $50,- 
000,000; during the fourth 12 months, $60,- 
000,000; during the fifth 12 months, $75,- 
000,000; during the sixth 12 months, $85,- 
000,000; during the seventh 12 months, 
$100,000,000; and during each and every 
12 months thereafter $100,000,000. The 
Agency Company was to pay out of its 
commissions all commissions to agents, 
first year’s reinsurance premiums, adver- 
tising and printing bills, office expenses 


incurred outside of the home office at | 


Rome, sums that became due under the 
advisory board or special contract cer- 
tificates, and all expenses of collecting 
renewals. As a consideration for this 
contract the Agency Company agreed to 
furnish the Insurance Company with $9,- 
995,000 of its capital stock, in such de- 











nominations as the Insurance Company | 


might designate, in blocks of $500,000, the 
first block to be delivered immediately, 
and the other blocks whenever the ac- 
cepted and paid for insurance issued by 
the Insurance Company has 

25,000,000 since the time of the last is- 
sue of certificates. The Agency Company 
also agreed that it would sell enough 
stock annually to produce $250,000 in 
cash. 

In an excellent opinion rendered to 
you by Hon. John C. Hart, attorney gen- 
eral of Georgia, under date of June 24th, 
1907, this contract was held to be ultra 
vires, and a new contract was entered 
into between the two parties, the date of 
which I am unable to give to you, as 
the agreement purports to be made “as 
of the 28th day of February, 1907’ (the 
date of the original contract) and no 
entry is made on the minute book of the 
State Mutual Life in reference to this 
very important matter. 

In the second contract the compensa- 
tion to be paid the Agency Company re- 
mains the same, but the amount of 
business which it is required to produce 


third contract was entered into between | 


the sum of $1,000,000. Same to be 
paid as soon as the assets and business 
of the Agency Company will, in the 
judgment of its board of directors, 
justify, but not less than $50,000 to 
be paid during the year 1907; not less 
than $75,000 to be paid during the 
year 1908; not less than $100,000 to 
be paid during the year 1909; not less 


than $125,000 to be paid during the | 


year 1910; not less than $130,000 to be 
paid during the year 1911; not less 
than $150,000 to be paid during the 


year 1912; not less than $150,000 to be 


paid during the year 1913; not less than 
$150,000 to be paid during the year 
1914; and not less than $50,000 to be 
paid during the year 1915.” 
It will be noted that this agreement, 
after reciting the names of the con- 
tracting parties, continues as follows: 


“That by virtue of resolutions duly | 


passed by the respective boards of di- 
rectors of said contracting parties, 
and for and in consideration of the 
mutual agreements and covenants 
hereinafter expressed, it is hereby 
agreed between the parties hereto as 
follows:”’ 
I am unable to find in the minute 
book of the State Mutual Life Insurance 
Company any reference to this matter, 


and no meeting of the board was ap-| 


parently held between May, 1907, and 
February, 1908, although the by-laws re- 
quire quarterly meetings. 

On the ist day of February, 


the parties whereby the compensation 


' which the Agency Company is to receive 


increased | 
newal premiums, 


was changed to “a continuous commis- 
sion of 10 per cent. on all net cash re- 
hereafter collected by 


said Insurance Company on all insurance 


heretofore and hereafter written, also a 
commission of 10 per cent. on all first 


-year’s premiums on accepted and paid 

















is changed as follows: During the first 
12 months, $25,000,000; during the second 
12 months, $30,000,000; during the third 
12 months, $35,000,000; during the fourth 
12 months, $40,000,000; during the fifth | 
12 months, $45,000,000; during the sixth 
12 months, $50,000,000; and during each 


and every 12 months thereafter, $50,000,- 
000. All reference to the issuance or sale 


of the capital stock of the Agency Com- 


pany has been eliminated, and in its 
place the following has been inserted: 


“As a consideration for this con- 


tract the Agency Company hereby 


| 
| 


agrees to pay the Insurance Company | 


for insurance heréafter written by said 
Insurance Company. The Agency Com- 
pany likewise appeared to be freed from 
the necessity of paying out any sums for 
the administration or procurement of the 


business except ‘‘all sums due or to be- | 
come due as renewal commissions on pre- | 


miums under contracts providing for re- 
newal commissions heretofore and here- 
after entered into by the Insurance Com- 
pany.” The Agency Company does not 
guarantee to produce any stated amount 
of business, and instead of the payments 
which the other contracts provide should 
be made to the Insurance Company, the 
following clause has been substituted: 
“The Agency Company 
agrees to pay the Insurance Company 
the sum of one million ($1,000,000) 
dollars, same to be paid as soon as 
the assets and business of the Agency 
Company will, in the judgment of its 
board of directors, justify, but not 
less than fifty thousand ($50,000) dol- 
lars per year, 5 per cent. interest per 
annum to be paid on deferred pay- 
ments. All sums heretofore paid the 
Insurance Company by the Agency 
Company shall be applied as a credit 
upon the amount provided to be paid 
under this paragraph.”’ 
If the object of these contracts is the 


1908, a. 


ee 


hereby | 
| contribution which the Agency Company 


| 


| obtainment of business at a moderate ex- 
pense, it is quite evident that this ob- 

ject has not been attained, for the di- 
'minished surplus of the company can 
only be ascribed to the excessive cost of 
| obtaining and administering its business, 
|The mortality experienced by the com- 
| pany has been favorable, and the pay- 
ments to policyholders therefore will not 
account for the small margin between 
the assets and the liabilities of the com- 
pany. 

While the Agency Company is osten- 
sibly an independent corporation, in re- 
ality it is so closely allied to the Insur- 
ance Company as to render the twe com- 
panies identical. The records of the 
Agency Company are kept in the office 
‘of the Insurance Company; the officers 
of the Agency Company are employees or 
former employees of the Insurance Com- 
pany. In many cases the Guaranteed 
Income Certificates referred to before 
have been exchanged for stock in the 
Agency Company. It is manifestly un- 
fair to pay a renewal commission of 10 
per cent. on the business which had been 
| placed on the company’s books years be- 
fore the contract was entered into. It 
is likewise to be noted that the paying 
of 90 per cent. to the Co-operative 
_Agency Company on the Voluntary De- 
posit policies has resulted in an over- 
payment to the Agency Company, as 
part of the deposit made by the insured 
is for the purpose of paying the interest 
upon his loan. 


j 


Analysis. 

' In the following analysis explanation 
| is made only of those items the nature 
| of which is not apparent from the report. 
| First Year’s Premiums Advanced 

By Co-operative Agency Company. 

It will be noted that the statement con- 
tains no uncollected or deferred new pre- 
-miums, as the company has charged all 
of its first year premiums to the Co-op- 
erative Agency Company, although the 
insured may not have made any pay- 
ments upon the same. The commis- 
‘sions upon these policies have been 
charged under the proper disbursement, 
and it will be noted that the last item of 
ledger assets, “Outstanding Notes on 
‘New Business,’’ represents the difference 
between the commissions and the full 
premiums on such policies. 

Amount Received From Co-operative 
_ Agency Company and Guaranteed In- 
/come Certificates. 

This item represents the receipts from 
| the sale of the Co-operative Agency 
_Company’s stock, from the sale of the 
guaranteed income certificates, and the 


| has made in accordance with the terms 
of its contract. 
Real Estate and Mortgages. 

These securities have been examined 
by Mr. G. E. Maddox of Rome, Georgia, 
who will make his report directly to you. 
Loans to Policyholders. 

This asset has been examined, and 





your attention is called to the fact that 
although the loan agreement papers 
would indicate that the presence of the 
policy is necessary, this instrument has 
been found in but few cases. Since the 
present actuary has been in charge he 
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insists upon compliance with the terms promptly return the loss papers with its 


of the agreement. 
Bonds. 

All the bonds owned by the company 
are on deposit, and certificates of de- 
posit were exhibited. 

Cash in Office and Bank. 

These items were checked in the usual 
manner. 

Bills Receivable. 

The large amount of bills receivable 
naturally attracted the attention of your 
examiners, and no good reason was pre- 


sented for the loaning of the funds of the 


policyholders in this manner. Banking 
business of this nature is entirely for- 


eign to the functions of a life insurance | 
company, and should be most thoroughly | 


discouraged. Your attention is respect- 


fully directed to the fact that a similar | 
item was commented upon at some length | 


in the previous examination of the com- 
pany. 
Uncollected and Deferred Premiums. 

It will be noted that the gross amount 


of uncollected and deferred premiums is 


the amount 
This is the re- 


about $5,000 larger than 
claimed by the company. 


sult of an accurate tabulation of these | 


items. The deduction for loading which 
has been made is in accordance with the 
actual condition. 
Reserve on Policies. 

The laws of Georgia contemplate a 
valuation of policy contracts on a 4 per 
cent. basis. The fact, however, that this 
company has guaranteed surrender val- 
ues upon 3 and 3% per cent. bases ren- 
ders it necessary to carry an increased 
valuation on this account. The figure 
as given shows the valuation according 
to the full preliminary term method. 
Death Losses. 

The liability for death losses is $6,000 
greater than the corresponding items in 
the annual statement filed by the com- 
pany. This increase is due to a charge 
of $5,000 which has been made for a 
death which occurred early in December, 
but proofs were not filed until after the 
close of the year; and a charge of $1,000 
which in the opinion of your examiners 


| approval, or the absence of the necessary 
| officer for drawing the check. It seems 
to your examiners that neither of these 
-excuses should be advanced as justifiable 
| reasons for the failure to pay claims 
| promptly. The mortality experienced by 
the company has been favorable and in- 
dicates a good selection of risks. 

Unearned Interest on Mortgages. 

In the case of some of the mortgages 
it has been the practice of the company 
to consider as the unearned principal the 
face of the mortgage plus the amount 
of interest until its maturity, less any 
| partial payments which have been made. 
For example, the company loaned $15,- 
000 and received from the mortgagor ten 
notes for $1,950 each, payable one each 
year for ten years; the difference be- 
tween $1,500 and $1,950 is supposed to 
represent the interest on the mortgage. 
|The company has taken credit in this 
case for $19,500, less the first payment of 
$1,950, or $17,550. This is manifestly in- 
-orrect, and the proper deduction has 
been made therefor in the liabilities. 
Unassigned Funds. 

The annual statement filed with your 
Department by the company claimed $54,- 
582.14 as surplus. The foregoing state- 
ment shows only $19,387.24 for this item. 
The following shows the sources of dif- 
ference: 


| 


| 


Conclusion. 





represents the probable cost of settling 
a resisted claim against the company, a! 


judgment for which has been rendered 


against the company in the lower court) 


and is now being appealed. 
is made for the other resisted claims, 
as it is apparent from the papers that 
the company’s defense is good. In con- 
nection with the item of death losses it 


No charge | 
/company assured me, 


becomes my duty to call your attention | 


to the fact that the company has been 
unnecessarily slow in settling some of 
its losses. Its policy contracts provide 
that a claim shall be paid upon the accept- 
ance of satisfactory proof. In one case 
which was called to the attention of the 
Officers, the Medical Department and the 
Legal Department had approved of the 
claim about the middle of November, but 
ho check was sent until December 3lst. 
In another case the approval of the 
Medical and Legal Departments was 
given on December 7th, and the check 
was not forwarded until December 3lst. 
The explanation offered by the officers is 
that these delays were probably due to 


| which has been paid for business, 





The company issued a circular letter to 
its agency force announcing that no 
special or advisory board contracts would 
be issued after February 29, 1908. The 
extravagant estimates in use by the 
company were commented upon in the 
previous report. The president of the 
however, that no 
such contracts would be issued in the 
future. 

The condition of the company is very 
unsatisfactory. The exorbitant figure 
the 
agency methods and the redemption of 
the Guaranteed Income Certificates, have 
all contributed to the dangerous reduction 
in the surplus of the company, By ref- 
erence to the semi-annual statement filed 
with the Governor as of June 30th, 1907, 
it will be seen that the surplus claimed 
on that date by the company was over 
$100,000. ‘ 

The full measure of the extravagance 
of the company and the present unsatis- 
factory condition may be gleaned from 
the fact that at the present time there 
are outstandin® over $300,000 of Guar- 
anteed Incame Certificates, the proceeds 


the failure of the Legal Department to | from the sale of which have been en- 


Name of Account. Increase. Decrease. 
Accrued interest ...° ...... $2,181.48 | 
Premiums paid in 

Se iv edébieee” seebdc 265.97 
Deferred premiums .. ...... 4,879.03 
DOE GED ids Si eicee ‘SSCs ee 6,000.00 
Interest paid in ad- 

WHOS cccuvvcectsés cenive 12,934.76 
Accrued bills ...... » ** eebatke 3,090.60 
Unpaid dividends .. ...... 9,241.48 
POMGTVG ~cvccvcvidces $3,398.42 

BOONE eve decd cts $3,398.42 $38,593.32 
Wet GeerORSO ciieictivcccée. $35,194.90 





| 
| 
| 


' 











joyed by the company. There must be 
added to this an item of approximately 
$50,000, which was received from the Co- 
operative Agency Company. The State 
Mutual Life Insurance Company is carry- 
ing no liability for these “‘advances” and 
the present surplus of about $18,000 
shows that these items and practically all 
profits from mortality and other sources 
have been used for the obtaining of busi- 
ness. 

The methods of accounting in use by 
the company whereby items are passed 
through several accounts in the ledger 
and their true nature and character 
thereby destroyed, is to be condemned, 
and instructions should at once be issued 
to the effect that all future statements 
rendered by this company are to show 
actual receipts from each source and ac- 
tual disbursements on each account, and 
not merely the balance, as have been re- 
ported at this time. 

The failure of the board of director- 
to meet in accordance with the require- 
ments of the by-laws, the keeping of the 
minute book in the careless and slip- 
shod manner in which it is now being 
kept, the use of the funds of the policy- 
holders for the redemption of Guaran- 
teed Income Certificates, the failure of 
the company to accumulate a surplus for 
the use of its deferred dividend policy- 
holders, and the failure of the officers 
to properly appreciate that they are ad- 
ministering the funds and affairs of a 
mutual insurance corporation and not a 
private business, are all matters to which 
your attention is respectfully directed for 
remedial purposes. 

The determination of the company to 
cease the issuance of Advisory Board 
Contracts is certainly to be commended 
and the present actuary of the company 
should receive due credit for his con- 
servative advice along these lines. 

The officers and employees rendered 
such assistance as was required during 
the examination and I am indebted to 
you for many valuable suggestions and 
your hearty co-operation. Mr. Lee J. 
Wolfe had charge of the routine work 
and Mr. Martin, of Alonzo Richardson 
and Company, rendered valuable assist- 
ance in the investigation of the account- 
ing methods. 

All of which is respectfully submitted. 





Comptroller-General Wright took ex- 
ception to certain portions of the Wolfe 
report, as follows; the matter being taken 
by us from the “Insurance Field” of 
July 9, 1908: 

“1. Guaranteed Income Certificates. 

“Reference has been made to, these cer- 
tificates, the sale of which was for the 
purpose of financing the company and a 
discussion entered into of the legal prop- 
osition involved in the issuance. While 
it was not at all necessary this is not 
objected to. It should have been stated, 
however, that before these certificates 
were issued and sold, copy of same was 
submitted to the Insuran.e Commissioner 
and by him referred to the Attorney Gen- 
eral, who held that tHey could be lezaly 
issued for the purpose designed, and that 
they were in no sense capital stock or 
liability of the company. 
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“Reference is also made to transactions 
relative to certain of these income certifi- 
cates between Messrs. M. EL. Fitch, J. C. 
Williams, and Porter & Philiips. It would 
have been but just to have stated after 
the use of the following concluding lan- 
‘It is needless to point out the 


guage: 
impropriety of this transaction,’ that 
there appesred to be no intention of 


weongdcing, and that neither the «0m- 


cary nor its policyholders had suftered | 
This should a!so bave | 


any ioss thereby. 





a 
| tincates have all contributed to the dan- | 


gerous reduction in the surplus of the 
company.’ This one sentence without any 
explanation would create wide distrust 


respected citizens and business men of 
Rome, which justifies the statement that 
none of them would countenance, much 
less be parties to wrongdoing in the 


among the policyholders of the solvency management of the company’s affairs.” 
of the company and endanger its future 


success. I can scarcely believe therefore 
that the extent of the injury which would 


/result from the use of this language was 
| realized by the examiner when he made. 


the above criticism. 
“It should have been stated that the 


) 
’ 
| 
| 


| 


| 


been stated in regard to the trarsactivn funds of the company which had been, 
where reference is made to 2 loan of | used for the redemption of certain guar-. 
anteed income certificates had been re-| to increase its capital by issuing $400,- 
stored to the company’s treasury, and the | 000 of new stock, for which no payment 
fact was made to appear before the re- | 
writing and amendment of the report by to be-paid for from surplus. The theory 
Mr. Wolfe and that the surplus, reduced of the issue is that this 4mount has been 
by the redemption of these guaranteed in- | earned by the non-participating business. 
come certificates, had been increased by In this conhection, it is interesting to 


$32,500. 

“2. C1 operative Agency Compar.y. 

“After the extended reference made to 
this company and its contract with the 
State Mutual Life Imsurance VCompany, 
it would have been only fair and just to 
have stated that the question of the 
legality of this contract, like that of the 
guaranteed income certificates, had been 
likewise referred to the attorney-general, 
who had rendered an elaborate opinion 
holding that the original contract which 
Was proposed between the companies 
would be illegal, and that said contract 
Was promptly rescinded and 2 new one 


entered into which wou'd aot conflict 
with the ruling of the atto -ney-general. 
It should have been stated after 
reference to the intimate reiations 
existing between the co-operative 
agency cdémpany and the insurance 
company that such relations weie 


not found to be detrimental to the in- 
surance company or its policynolders, nor 
were such relations unusual vetween in- 
surance companies and their weneal 
agents, be they individuals, co-partner- 
ships or corporations, but on the con- 
trary were desirable and productive of 
harmony in the conduct of the agency 
department of the insurance company. 
It might have been equally proper to 
have stated that it was the opinion of the 
attorney-general that the contract be- 
tween the two companies virtually con- 
verted a liability into an asset, and there- 
by the insugance company profited from 
such contract. It might also have been 
stated that the contract as amended and 
as it existed at the time of the examina- 
tion reduced the commission from 90 per 
cent. on first year’s premiums, out of 
which all agents’ commissions were paid, 
to 10 per cent., thus making a large re- 
duction in the cost of obtaining first 
year’s business, and thereby supplement- 
ing greatly the income of the company. 
“3. Payment of Death Losses. 

“Criticism has been made of the alleged 
tardiness with which death losses of this 
company have been met, and yet only 
two cases, each of $1,088.00, are cited in 
support of this charge, one of which ap- 
pears to have been settled in—days, and 
the other in eleven days. These two 
cases, as stated above, are the only ones 
cited, with an aggregate death loss of 
$153,000 during the year. 

“4. Condition of the Company is Very 

Unsatisfactory. 

“Under this head the following seeming- 
ly unjust criticism appears: ‘The exorbit- 
ant figure which has been paid for busi- 
ness, 
demption of the guaranteed income cer- 





the restoration to the treasury of $55,600, 
thus making the surplus over all legal 
liabilities about $75,000. 

“I desire to add in this connection that 
this company’s financial condition is far 
above the standard established by the 
act of 1887, viz., that its assets in safe 
legal securities shall exceed all liabilities 
of the company, and the company having 
a good surplus, I, therefore, do not con- 
cur in the statement that the condition 
of the company is ‘very unsatisfactory.’ 

“4. Extravagance of Management. 

“This appears to be a harsh term to 


] 
} 


| 


; 


a 


| 


apply to the management of the company, | 
and unqualified or explained must neces- 
sarily result in great damage to the com- | 


pany. 
and just to have stated that the expense 
ratio of the company might appear heavy 
but that it was a new company, having 


It would have been but reasonable | 


, assumed, 


It must be remembered that Mr. Wolfe 
is one of the ablest examiners of insur- 
ance companies in the country, a man of 
long experience and absolute integrity. 





UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, OHIO. 
It is announced that this company is 


is to be made into its treasury, the stock 


note that in their testimony before the 
Wisconsin investigating committee only 
a short time ago the officers of this com- 
pany stated that there had been no 
profits on the non-participating business, 
but that, on the contrary, it had been op- 
erated at a loss up to that time. It 
was expected, however, that profits would 
be realized thereafter. It must be 
therefore, that the _ entire 
$400,000, plus the amount of the previous- 
ly existing deficit, has been earned dur- 
ing the last two or three years. 

The issuance of the stock neither in- 
creases nor decreases the security to pol- 
icyholders. 

Replying to our recent inquiry regard- 
ing this matter the company advised us 


on July 27th, that the capital stock has 


not been increased. That it has always 


been $500,000, only $100,000 of same hav- 


begun business only a little over two and 


a half years before the investigation was 
made, that the initial cost of obtaining 


insurance by all new companies was 
seemingly excessive, and that the expense , 
ratio in this case was not in excess of. 


companies in similar condition. 
have been only just also to have stated 
that the expenditure of the large sum of 
money referred to had resulted in placing 
on the books of the company more than 
$42,000,000 of paid-for insurance, and pro- 
duced an annual premium income of over 


lt would | 


ing been issued and the balance continued 


up to the present time as Treasury Stock. 





WABASH LIFE INSURANCE COM- 
PANY, DANVILLE, ILL. 

This company was organized under the 
assessment laws of the State of Illinois 
and commenced business December 28, 
1907. On July 14, 1908, it advised us that 
at time of organization, it had in force, 
$590,000.00 of charter business, and since 


that time had written $375,000.00 of paid 


$1,500,000 in the short space of two and. 


a half years. 


“5. Failure of Directors to Hold Meetings. | 
“Criticism of the failure of the board of | 
lirectors to meet in accordance with the. 


requirements of the by-laws and the care- 
less manner in which the minute book has 


been kept, is merited, but it should have) 


been stated that the board was composed 
almost entirely of citizens of Rome, the 
city in which the headquarters of the 
company was located, who were in con- 
stant conference with the officers of the 
company, and that while there had been 
no formal meetings of the board in ac- 
cordance with the by-laws for nine 
months preceding the examination, it is 
not shown by the report that the interests 


of the policyholders have suffered from | 


the omission to hold regular meetings. 


“I desire to add in conclusion that this) 


is a Georgia company, backed and man- 


the agency methods, and the re- | aged by Georgians, among whom are some 
of the most prominent and most highly | health. 


for insurance. It stated that it intends 
to go on the legal reserve basis within, 
perhaps, the next twelve months. 

The company writes both participating 
and non-participating insurance on the 
Whole Life Plan, and sent us sample 
policy forms together with schedule of 
rates. The non-participating policies pro- 
vide for a payment of $100 immediately 
after receipt of proof of death, and $12 
for each $1,000 on the first day of every 
month until the amount of policy is paid. 
These policies cost $12.00 per $1,000 at 
age 35. The participating policies cost 
$18.33 the first year, and $15.33 after the 
first year, annually per $1,000 at age 35. 
These rates are lower than the net an- 
nual premium, American Experience 4 
per cent. Table. 

The following comments are upon the 
participating policy: 

This policy does not take effect until 
delivered while the insured is in good 
It shall be subject to all the re- 
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quirements, privileges and provisions of 
the application for the policy, the policy, 
and the by-laws of the company, which 
are conditions precedent. 

Should the insure@ at any time while 
policy is in force, become totally and per- 
manently disabled, one-half of the face 
value of policy will be paid after satis- 
factory proofs of disability have been fur- 
nished. 

Death claims are payable within ninety 
days after receipt and acceptance of 
satisfactory proofs. The policy is issued 
in consideration of the statements and 
answers and agreements, and in com- 
pliance with the provisions of the by- 
laws, and the application. Medical ex- 
aminer’s report and by-laws are particu- 


larly referred to and are made a part of | 
_of the policyholder in such cases may be 
used either for reduction of premiums or 
for the purchase of automatic extended 


the contract. This is unfavorable and 
severe. 


“The insured’s liability for expenses un- 





der this contract after the first policy 
year shall be limited to one-half of one. 


per cent. of the amount of the policy 
annually.’”’ 

Proofs of death or disability must be 
furnished within sixty days after death 


or disability, and shall contain full and 
true answers under oath or affirmation to 
the questions in the company’s forms. 
This is another unfavorable provision. 

The company may collect extra assess- 
ments when necessary to meet mortuary 
claims. 

All statements in application or medical 
examiner’s report are deemed warranties, 





and the company may cancel the contract 
if within one year from date any of the 
answers are found untrue. 

The policy provides for the following | 
options and privileges:: 

If after it has been in force for three | 
years the mortuary reserve fund be then 
in excess of $100,000, and not less than) 
one periodical call on all p®licyholders | 
has been made, the amount to the credit 


i 


j 


insurance, or, in lieu thereof, paid up in- 
surance. The insured may elect, however, | 
to terminate policy, when the total re- | 
serve to his credit will be paid in cash. | 
The above options and privileges are of) 


littie value under this policy. 


} 


Provision is made for crediting the 
policy annually with the difference bee 
tween the premiums paid and the actual 
cost of the insurance after the above 
stated reserve is obtained. 

The non-participating policy differs in 
some of its options and privileges from 
the participating form. For instance, dis- 
ability indemnity is paid in the following 
way—“There will be paid to the insured, 
one-half of the above monthly payments 
on the first of every month during the 
continuance of such disability, or until} 


'the full amount of this policy is paid.” 


Unpaid amount at death of the insured, if 


any, will be paid to the beneficiary. Une 


der this privilege, the insured must cone 
tinue to pay the premiums during dis- 
ability, or all rights and claims of the 
insured against the company shall ter- 
minate at the time for which premiums 
have been paid. The company reserves 
the right to defer payment of disability 
claims for six months after the claim Is 
presented and proven, to determine if 
the disability is permanent. 

Neither of the policies provide for 
guaranteed surrender values. 
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LIFE ASSURANCE PRIMER? 


SECOND EDITION 
Revised and enlarged 


By HENRY MOIR, F.F.A., F.1.A. 


Member of the Actuarial Soctety of America 
Actuary of the Provident Savings Life Assurance Society 


An Elementary Text-Book dealing with the prac- 
tice and mathematics of Life Assurance. It has 
been adopted as a text-book in a number of schools 


, and universities in the United States and Canada, 
.' and many field men have found it to be exactly what 


they needed to aid them to a better understanding 


of the fundamental principles of the hnsinese 
An entire new chapter has been added, dealing with 


State Supervision and Annual Statements, and vari- 
ous changes and additions have been made to bring 
the work up to date; also, many points have been 
elucidated at greater length than in the first edition, 
with the result that 32 pages in all have been added 


in the new edition. 
CLOTH, POSTPAID, $1.50 
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last a life time. 
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Important Features of Our Business | 


OUR WORK COMPRISES : 


Reports upon Insurance Companies 
and Associations of All Classes 











INSURANCE LAW and COLLECTIONS 





Our Reporting Service 


includes several distinct Departments, as follows: 


Our Annual Volumes, Best’s Insurance Reports, 
one taking in Fire, Marine and Miscellaneous Companies, the other Life 
Insurance Companies, Associations and Orders. 


Our Monthly Papers, Best’s Insurance News, 
issued in two editions, one for Fire, Marine and Miscellaneous, and the other 
for Life Insurance News. No puffs! No write-ups! No stuffing! Nothing 
but essential, credit information of the insurance world. 


WE ACCEPT NO ADVERTISEMENTS FROM «INSURANCE COMPANICS. 
Special Confidential Reports 


supplied to regular subscribers on request. A most useful and important service. 
Various Special Features; details on request. 


Insurance Law and Collections 
We maintain a legal department for the collection of just and legal claims 
against insurance concerns. Most of our business in this Department is collect- 
ing from failed “surplus line” concerns, and because of our superior knowledge 
of their resources, we have met with success in many cases after claims were 
returned by others as uncollectible. For details, address 


Alfred M. Best Company, incorporated | 


100 WILLIAM STREET, NEW YORK 
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